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The North Atlantic Community 


ECONOMIC AND SECURITY DECISIONS 
BY DEAN ACHESON, United States Secretary of State 
Delivered before Informal Joint Session of Congress, Library of Congress, Washington, D. C., May 31, 1950 


AMI greatly honored by this opportunity to report to you 
and to the people of the United States on the recent meet- 
ings in Paris and London. I should like to begin by telling 

vou of the strength which was given me in this series of 
meetings | am about to describe by the reports which kept 
coming into Paris and London of the successive steps taken 
by the Congress in the enactment of the Foreign Economic 
Assistance Act of 1950. 

‘The continuation by the Congress of the European Recov- 
ery Program tor the third year, the inauguration of the Point 
Four Program and the approval of the other provisions of this 
great measure are fundamental to the program otf action on 
which I w ish to report. 

I would not wish you to expect a report of events which 
could be described as sensational. The significance of the dis- 
cussions with Mr. Bevin and M. Schuman and of the meeting 
of the North Atlantic Council, lies in the fact that they are 
working business meetings which are becoming a regular insti- 
tution. In this aspect of the meetings we see the outward sign 
of a comprehension which ran through every’ discussion and 
every resolution—that the North Atlantic community is 
emerging as a political reality of the greatest importance. 

‘This impression and one other should be underlined at the 
outset of this report. The other is a new vigor in European 
life and European leadership. M. Schuman’s coal and steel 
proposals, and the reception accorded them, particularly in 
Germany, are one sign of this. The imminent solution of the 
problems surrounding the European payments union is another. 


Hort 


These two developments 


AND PROMISI!I 


the growing acceptance of the 
North Atlantic community as a community having common 
interest and facing common dangers, and the renewed vitality 
and confidence in Europe—give warrant in saying that the 
meetings mark the beginning of something new, something 
which is full of hope and the promise of strength. 

The realization of this hope and this promise will depend in 
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each country upon those in executive authority, upon the legis- 
lative bodies and upon the peoples whom they serve. 


The fundamental purpose of these meetings was the same as 
the constant purpose of our foreign policy. That purpose is 
the preservation of peace; not the fragile temporary peace 
which comes from appeasement; not the hopeless peace of sub- 
mission; but the peace which free peoples, sure of the right- 
ness of their purpose, win and maintain by developing their 
economic and military strength through the processes of volun- 
tary and continuing cooperation. It is from this strength that 
our confidence derives, from this cooperation that peace be- 
comes secure. 

We have long hoped that all nations would cooperate for 
peace in the United Nations. The attitude of the Soviet Union 
has delayed the fulfillment of that hope, but it has not caused 
us, on our part, to slacken our efforts. It has made it necessary 
for us, in harmony with the Charter, to use means supple- 
mentary but not rival to the United Nations. The North 
Atlantic Treaty, like the Rio pact, is one of these means. 

The meeting of the North Atlantic Council naturally dealt 
with only a part of the world problem. But that part is an 
important one. The North Atlantic community holds the 
world’s greatest concentration of industrial and technical 
skills. It is the ancient home of freedom and the rights of 
man. These resources must be drawn on by the entire free 
world in order that it may continue to make steady progress 
in improving the welfare of its peoples. 

The continued strengthening of the North Atlantic com- 
munity is thus not a selfish end in itself. The effort we devote 
to it will benefit free peoples everywhere, and in our talks we 
explored ways in which we can help to advance the security 
and welfare of many areas outside the Atlantic community. 

All of the meetings began with an analysis of the present 
world situation. In each case the analysis was the same. Since 
it profoundly affected all our conclusions, it should be reported 
first. 
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TIME OF DECISION 


As we saw it, in the years since the war, the eighteen West- 
ern European countries had made great economic progress. 
This had played an essential part in strengthening their social 
and political structures and preventing the subversion of their 
free institutiors. While this had been going forward, the 
Soviet Union had been devoting so much of its resources to 
military purposes that a dangerous situation was developing. 

If the free nations did not look to their defenses, and do so 
speedily, the maintenance of peace and security might not be 
possible. It was also plain that provision of the necessary de- 
fense would require a very large economic and financial effort. 
Therefore, the continued development of production and pro- 
ductivity was essential to underpin the defense effort and to 
maintain and extend the hard-won social and political gains. 

In the face of these equal and equally compelling needs for 
increased defense and strengthened economies, the free nations 
have come, therefore, to another time of decision. The world 
does not stand still. It is up to us whether we go forward or 
fall back, and falling back, risk not only all the progress we 
have made but total failure. 

Most of us had hoped that with the completion of the recon- 
struction phase, each nation would be free to work out its own 
problems within the framework of the security which would 
be assured by the United Nations. We now see that to go 
forward we must pursue the course of cooperative association— 
including partnership in the North American and Western 
European community of nations, for none of the complex and 
baffling problems which lie ahead will yield to purely national 
action. 

We recognize that the task before the Atlantic community 
is to build a common defense, to create a successfully function- 
ing economic system, and to achieve unity of action on the 
major problems of foreign relations. Our meetings in Paris 
and London demonstrated a new and basic understanding that 
success in this task will require close, cohesive and sustained 
efforts on a partnership basis in all these fields. 

My talks with Mr. Bevin and M. Schuman ranged over a 
multitude of problems in all parts of the world and reflected 
throughout the deep appreciation of the need for common and 
mutually supporting policies. 

In Europe, it has long been clear that no real progress will 
be possible until France and Germany work out their age-old 
differences. During the conferences M[. Schuman announced 
the proposal of the French Government for joint utilization of 
the coal and steel resources of France and Germany, proposals 
which are open to all other European countries willing to 
participate on an equal basis. 

This proposal is a momentous and courageous act, made on 
the initiative of the French Government. The plan is still to 
be perfected and its details must be developed with great care 
so that it will help to strenghten and expand the European 
economy. If it is developed for that purpose it will open the 
door to a new era in Europe. 

Germany’s re-entrance into the free Western community, 
which is the established policy of the three Governments in 
occupation of Western Germany, should be greatly helped by 
the new climate created by the French proposal and by other 
actions taken at the meetings. 

Germany has been a member for some time of the Organiza- 
tion for European Economic Cooperation—commonly referred 
to as the O.E.E.C.—and we are hopeful that she will soon 
join the Council of Europe. 

A declaration of our common policy was issued by the three 
ministers and promptly welcomed by Dr. Adenauer, the Chan- 
cellor of the German Federal Republic, as another long step 
forward on this road. 

We agreed as well upon proposals under which the inhabi- 


tants of the Soviet zone of occupation could rejoin their fellow- 
countrymen in a democratic and united Germany and these 
have been forwarded by the three Western High Commission- 
ers to the Soviet representatives in Germany with an ofter to 
negotiate on the framing of an electoral law to allow free 
elections in all Germany. 


BERLIN 


Our statement expressing our determination to maintain our 
rights in Berlin, together with our actions in that city in 
recent months, may have had some influence on the relative 
quiet which prevailed in Berlin on Sunday. 

A declaration was also made on the repatriation from the 
Soviet Union of the many German prisoners of war still 
detained there. 

All in all, the results of our discussions on Germany were 
most encouraging, and, we believe, laid the basis for successful 
work by the joint group established to consider ways of easing 
the difficulties for ourselves and the German people resulting 
from the continuance of the technical state of war. 

With respect to Austria, the three Ministers announced 
that our Governments will soon appoint civilian High Com- 
missioners. This is a further step in restoring Austria to a 
peacetime status and is one which can be taken now despite the 
continued and callous blocking of the Austrian peace treaty by 
the Soviet Union. 

In the same appreciation of the need for common action, 
we found that the British Government was ready to move 
ahead with the European payments union in an attempt to 
reconcile the requirements of their own position with the need 
for substantial progress in the liberalization of trade and pay- 
ments among the European countries. 

During these meetings the continuing interest of the United 
States in European affairs was expressed to the other Govern- 
ments, and also our genuine desire to work on the economic 
problems ahead in cooperation with Canada and the Western 
European countries. There has been some concern in Western 
Europe that despite the North Atlantic Treaty, the concern 
of this country with European affairs would slacken after 
1952. 

Various projects related to these problems have been going 
forward on both sides of the Atlantic. In this country, as you 
know, the President has appointed Mr. Gordon Gray to study 
what adjustments this country needs to make if it is to achieve 
a balance in its international accounts at high and stable levels 
of trade. The Canadian Government has been actively con- 
sidering these problems from its point of view, and the 
QO.E.E.C. countries have been steadily working on this same 
range of problems in their organization. 

After discussions with Mr. Pearson of Canada and Mr. 
Stikker, the chairman of the O.E.E.C., it was thought that a 
new working relationship between Canada, the United States 
and the O.E.E.C. would be a desirable means for working 
out solutions of common economic problems. We are hopeful 
that the O.E.E.C. will issue an invitation to establish this 
relationship. 

We can no longer afford the luxury of regarding these 
problems as purely national in character. The additional eco- 
nomic strength which will flow from a cooperative approach 
is required to meet the cost of defense, to maintain and im- 
prove standards of living, and to provide essential assistance 
to other free nations of the world in their development. A 
new attitude is required of each of us, for we must work out 
solutions to these problems which will strengthen the com- 
munity as a whole and advance the welfare of us all. 

Success in this venture will be of the greatest practical 
significance, both for the economic benefits it can bring to 
every one of us and because the security of free institutions 
is directly related to their economic health and vitality. 
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‘There were many other evidences of the necessity of avoid- 
ing purely unilateral treatment of problems which affect 
more than one state even though one may have a primary con- 
cern in their solution. 


INpOo-CHINA 


In Paris, there was a most satisfactory discussion with 
M. Schuman on the situation in Indo-China. M. Schuman 
recognized that the problem of meeting the threat to the secur- 
ity of Viet Nam, Cambodia and Laos is primarily the responsi- 
bility of France and the Governments and peoples of Indo- 
China. On our part, | was able to inform M. Schuman of 
the assistance which the United States could provide toward 
the achievement of security and the development of a healthy 
nationalism in these associated states of Indo-China. 

In London the initiative of the Commonwealth Conference 
at Sydney for a program of economic development in South 
and Southeast Asia was discussed and Mr. Bevin was in- 
formed that this Government will attempt to coordinate its 
efforts in that area with the efforts of the Commonwealth, in 
order that our actions will be mutually supporting. 

$y strengthening the economy and the defenses of the 
Atlantic community, we believe that we are making a direct 
contribution to the security and welfare of all free nations. 

Mr. Bevin and | reaffirmed the concern of our Govern- 
ments with the security and welfare of Greece, Tburkey and 
Iran. 

‘Together with M. Schuman we agreed on a firm policy 
toward the Arab states and Israel which should greatly assist 
in promoting peace and stability in that important area. 

In South and Southeast Asia a great development has beeen 
taking place; never before in history have so many peoples 
acquired national independence in so short a period of time. 
The United States and other members of the Atlantic com- 
munity were glad to see this happen; we worked for it, we 
assisted it, and in our meetings we recognized our large re- 
sponsibility for helping it succeed. 

‘The great need of these newly independent peoples is for a 
period of peace and quiet in which they can concentrate on the 
dificult problems of establishing their political and economic 
institutions. The success of our efforts in the Atlantic com- 
munity will greatly assist in giving them this opportunity. 

‘Time does not permit me to discuss in detail any of these 
matters or the other issues we considered. I do wish to em- 
phasize the basic understanding on objectives, of the dangers 
and threats which confront us, and of the requirements for 
action, and the business-like atmosphere of the meetings. These 
may not at first glance appear dramatic but this is, in my 
opinion, the most dramatic fact that could be reported. It is 
news of a quiet, practical, and immense significance. 

Nortu ATLANTIC COUNCIL 

Finally, there is the problem of defending the North At- 
lantic area, which was the subject of the meeting of the North 
Atlantic Treaty Council. The twelve member countries had 
previously recognized the need for a common defense against 
a common threat. The North Atlantic Treaty had its origins 
in this realization. 

First of all, it should be made plain that there was nothing 
which any of the twelve Foreign Ministers had to say which 
indicated that there is any immediate threat of war. 

It was our unanimous view that this is not the problem. 
The problem is to meet a threat which, in view of the known 
program of the Kremlin, will exist unless we act now to pre- 
pare our defenses against aggression. 

[t was made unmistakably clear in all our discussions that 
our common purpose in preparing our common defenses is a 
peaceful one. We hope never to need them. But so long as 


any dictatorship builds powerful armed forces, so long must 
democracies, if they are to be left in peace, evidence their 
determination to defend themselves by maintaining adequate 
forces in being and an adequate state of preparedness. Mr. 
Lange, the Foreign Minister of Norway, summed up this 
thought when he said: “Peace will never be secure in a 
world where democracies are weak and dictatorships alone are 
strong.” 

The work of the North Atlantic Treaty organization in the 
first year of its existence has shown that the task of defense 
is so large, its cost in labor and material resources so high, 
and the problem of security so indivisible, that only a combined 
effort will be adequate. 

The work of this meeting of the Council, which grew out 
of its review and full approval of the work of the defense min- 
isters and the finance ministers and of their progress to date in 
planning a combined effort, was two-fold. It was necessary, 
first, to establish the principles which will guide our common 
defense effort. Secondly, the Council concluded that the re- 
quirements of the combined effort were such that additional 
control machinery was needed to enable the Council to do its 
job efficiently and effectively. 

The job is a full-time one and requires on a full-time basis 
the services of the best men that the members can assign to it. 
The Council therefore decided that each Government should 
appoint a deputy to its representative on the Council in order 
that the Councal can function continuously in giving direction 
to the work of the organization. The deputies are to select 
from among themselves an outstanding man as permanent 
chairman, who, in addition to presiding at meetings of the 
deputies, will be responsible for directing the Council’s work. 

TASKS FOR DEPUTIES 

The Council decided that the following five tasks should 
be undertaken by the deputies: 

1. To coordinate the various planning activities related to 

defense ; 

To recommend the measures necessary to carry out these 

plans; 

3. To consider common political problems related to the ob- 
jectives of the treaty; 


y 


4+. To promote and coordinate public information on treaty 
questions ; 
5. To consider the development of political and economic 


cooperation as contemplated in Article 2 of the treaty. 

This list of tasks is worth citing in full in order to empha- 
size the importance of the work which is to be undertaken by 
the deputies and the need of securing from each country a 
man of the highest qualifications who will have the complete 
confidence of his own and other governments. 

The ability of the organization to get on with its job will 
very largely depend on the caliber of the men who are ap- 
pointed as deputies. It will equally depend on the support 
they receive from all branches of their governments and their 
peoples. 

Perhaps the most important action of the Council was the 
recommendation of a principle to governments to guide the 
development of the common defense. This principle is the 
creation of balanced collective forces, rather than the duplica- 
tion by each nation in a large or small way of what every other 
nation was doing. 

After a careful review of the plans which have been pre- 
pared, it became evident to each of us that the principle of 
balanced collective forces was the only principle which could 
reconcile the resources available with the demands upon them. 
It is the only way in which forces can be developed to meet 
successfully any initial attack and to carry through to a suc- 
cessful conclusion any war that is forced upon us. For the 
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task of providing an adequate common defense and adequate 
standards of living is so large that waste and unnecessary 
duplication will prevent its accomplishment. 

Also this principle more than any other reconciled the 
security needs of each member country with the security needs 
of the community as a whole. 


BALANCED COLLECTIVE Forces 


This principle of balanced collective forces is of great and 
perhaps revolutionary significance. It has its legislative origin, 
so far as this Government is concerned, in the Mutual Defense 
Assistance Act of 1949 which stipulated that the assistance to 
be granted by the United States to other North Atlantic 
Treaty countries, should be used to promote “the integrated 
defense of the North Atlantic area.” 

It demonstrates that each country will rely on every other 
member of the community, and that the community will look 
to each country to contribute what it is best able to contribute 
to the common defense in accordance with a common plan. It 
demonstrates that each country recognizes that its own security 
is no better than the security of the community as a whole. It 
will give tangible proof to an aggressor that he must face the 
combined resources of the community, that there will not be 
opportunities to pick off one member at a time. 

The United States, as the most populous member of the 
North Atlantic community and the one with the largest and 
most productive plant, has necessarily a leading role in build- 
ing balanced collective forces. If we faithfully observe this 
principle and direct our energies to the creation of such forces, 
we will find a corresponding response from the other treaty 
members, 

The President has authorized me to say that he supports 
Secretary Johnson and me in our view that we must make this 
principle work, for we can see no other way to accomplish 
the job of defense and at the same time get ahead with the 
constructive task of building a successfully functioning econ- 
omy in the free world. 

The job cannot be done unless we do our full part which 
includes the provision of mutual defense assistance. If we and 
our Atlantic community partners each take our respective 
share of the common burden, the goal can be attained. I am 
confining my present remarks on this vital point to this refer- 
ence since within the week I shall appear before the appro- 
priate Congressional committees in support of the mutual 
defense assistance program when I shall discuss this problem 
in full. 

If we put this principle into practice, it follows that the 
members of the Atlantic community will have to intensify 
their practice of developing common policies on the major 
problems of common concern in the field of foreign affairs 
and that they must also develop even closer and more cohesive 
economié policies. 





It is in these corollaries of the principle of balanced collec- 
tive forces that its implications become clear. It is because of 
these implications, as well as for the progress on other matters, 
that this conference marks the beginning of greater unity of 
thought and action among the free countries of the Atlantic 
community. 

At the conclusion of our Council meeting, we made a state- 
ment of our principles, our determination, and our faith. That 
statement has been published, but I wish in closing to cite a 
part of it because I believe it expresses well the purpose that 
guides us: 

“We are determined that freedom, which is the common 
basis of our institutions, shall be defended against every threat 
of aggression or subversion, direct or indirect. Freedom means 
the independence of nations, the respect for spiritual values, 
and the dignity of man. Only a free society can guarantee to 
the individual the benefits of economic and social betterment 
. .. to the immense resources of the free world, and its indus- 
trial and scientific development, the peoples of the North 
Atlantic community bring the spiritual strength that comes 
from freedom.” 

These are the main outlines of what was accomplished in 
the meetings in Paris and London. 

Most of what was done was a beginning of still further 
progress. Beginnings, of course, are very important. It is an 
inexperienced and naive traveler who does not make sure that 
he is on the right road at the beginning. The Atlantic com- 
munity is on the right road, we have gone some distance down 
it, and we know where we are going. We have the machinery 
to carry us much farther. We have learned much regarding 
the cooperation necessary to make the machinery work. 

Basic GUIDE 

How far and how fast we go depends on each country, but 
perhaps especially on the United States. These meetings will 
be just as important as the Government and the people of 
America choose to make them. If we now support on a sus- 
tained basis the measures necessary to make this cooperative 
venture a success, we will not find wanting a similar response 
from our friends and allies. Together we shall make a major 
contribution to the United Nations whose Charter remains 
our basic guide. 

This road is the road to peace. The concept of the free 
community is one which can bring peace and prosperity to 
the world. Individually, no one of these countries, including 
the United States, has the strength, even if it had the desire, 
to determine the course of the future. Together, this commu- 
nity has the human and material resources, the skills, the 
initiative, the tradition and the devotion of free men, and a 
dynamic idea which can give us confidence that the future 
belongs to freedom. In our unity there is strength. And in our 
strength is the foundation of peace. 


“How Communism Will Be Defeated” 


AN OFFENSIVE ATTITUDE AND STRATEGY 


By JAMES BURNHAM, Washington, D. C. Author, “The Managerial Revolution,’ “The Struggle for the 
W orld,” “The Coming Defeat of Communism.” Member Department of Philosophy, New York University, N. Y. 


Delivered before the Economic Club of Detroit, Detroit, Michigan, February 20, 1950 


HAT I shall try to do this noon is to define as 
exactly as possible the stage that we have now 
reached in the struggle for the world. I shall then 
attempt to state briefly the outlook for the future, and the 
alternative lines of action that are available to us. I shall 


speak frankly; even at times it may seem to some of you a 
bit rudely. But you are men who are accustomed in your 
own fields of work, at least, to face realities without asking 
for a sugar-coating. You don’t want a report on a break- 
down in production or a falling off in sales to be wrapped 











518 





Vital Speeches of the Day 





up in a soft ribbon of platitudes. I propose to talk to you 
about world politics in the same direct objective spirit that 
you apply to assernbly lines and credit policies. 

Believe me, it is getting very late for platitudes. I would 
like if I could to infect you with a sense of urgency which 
would match the urgency of our problem. 

A few weeks ago, a very well-known and very able gen- 
eral spoke in private conversation somewhat to this effect: 
He said: “If we make the necessary change in our policy 
this year, we can win the struggle against Communism and 
the Soviet Union, and have some chance of winning it with- 
out all-out armed battle. If we wait two years to make the 
change in policy, we shall quite probably be defeated, and 
even if we manage to escape final defeat the victory will be 
<0 disastrous for the world and for us as to be hardly worth 
winning. If we wait three years, we shall be licked, and 
destroyed as a nation and as a people.” His time schedule 
may not be quite exact, but what he said proved quite plainly 
his sense of urgency. 

The foreign policy of the United States is now at a new 
transition, a new turning point, in its development. ‘The 
present period is therefore comparable to 1946, and in most 
respects to 1941. Those were also turning points—periods 
of transition in our relations with Communism and the 
Soviet Union. Let me review briefly those two earlier 
periods. 

Prior to the summer of 1941, during the period of the 
Nazi-Soviet Pact, our policy toward the Soviet Union had 
been one of suspicion, opposition and unfriendliness. During 
the summer of 1941 we began the transition to a policy of 
support, aid and alliance. More than that, to a policy of 
friendliness, political appeasement—and, if we are to give 
the whole story, virtual political capitulation. The stimulus 
and occasion for this political transition in 1941 are plain 
enough. The occasion was of course the outbreak of the 
Nazi-Soviet war. This justified, and indeed demanded, ma- 
terial aid and military alliance. It did not justify, in my 
opinion, but it nevertheless also led to, the friendliness, ap- 
peasement and capitulation. 

This phase of our policy development, which began in 
1941, continued into the first part of 1946. Then a new 
turn was executed which took more than a year to complete. 
The occasion, the facts that led to the 1946 turn included 
such events as these: The actions of the Soviet Union in 
Eastern Europe, with the Soviet violation of all agreements, 
understandings, and all rights of peoples; the Communist- 
engineered revolution in Greece; the Soviet pressure on 
lran, and the threats against Turkey. 

‘The beginning of the new policy was first outwardly 
marked by United States firmness on Iran in 1946. Then 
later on, as you know, came the Truman Doctrine, the 
Marshall Plan, the intervention in Greece, the Berlin Air- 
lift, the Atlantic Pact, and so on. 

\fter the 1946 turn had been completed, the new policy 
received a theoretical formulation. This was done in the 
famous article signed ‘“X”, which was published in the 
magazine “ForreIGN AFFAIRS” and which | am sure most 
of you know about—the article that was generally supposed 
to have been written by George Kennan, the Counselor of 
the State Department. The policy summed up in this ar- 
in “koreiGN AFFAIRS” received a name—a label. It 
came to be called the “policy of containment”. 

As this name indicates, it was essentially a defensive 
policy. Its conception, in brief, was that the Soviet expan- 
sion had to be stopped and held at the line which it had 
reached during the immediate post-war period. This policy 
of containment was carried out fairly consistently, and on 
a rather massive scale, especially in the economic sphere. 
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Granted its own assumptions—defensive assumptions, that 
is to say—containment achieved certain successes. Turkey 
was strengthened and relieved of major Soviet pressure. 
Greece was defended. The Communists have not succeeded 
in conquering Western Europe, as in 1946 looked quite 
possible. 

The occasion for the new crisis in which we now find 
ourselves, for the beginning of the new basic turn, is simply 
the collapse of the policy of containment. To those who 
are at all familiar with political and military history, there 
should be no surprise in the fact that the containment policy 
is breaking down. ‘The containment policy, let me repeat, 
is a defensive policy, and all historical experience teaches 
that a defensive strategy can never win. The defensive, true 
enough, is sometimes justified, and indeed sometimes un- 
avoidable; but the defensive can be justified only as a tem- 
porary device whereby we hold on part of the line in order 
to further an offensive mounted elsewhere, or whereby we 
hold all along the line in order to prepare more favorable 
circumstances for the assumption of a general offensive. 
Conceived as an end in itself, the defensive must necessarily 
evolve into retreat and finally disaster. And this is true, 
by the way, as all of you must know from experience, in 
the field of business as it is true in military and political 
aftairs. These things are true of the defensive under all 
circumstances and against any opponent. They are strik- 
ingly obvious in the present case, where the defensive line 
is as large as the world, and the opponent in the highest 
degree dynamic and aggressive. 

Thus, sooner or later the defensive containment policy, 
which our government has been following, was bound to 
collapse. It is important to note just what the specific events 
are which are the occasion of its collapse mow rather than 
a year ago or a year from now. The chief of them are 
three in number. First, the Soviet achievement of the atomic 
weapon, which was announced in September, 1949. Second, 
the Communist conquest of China, which is now being com- 
pleted. Third,—though this is not so much a single event 
—there is a growing subjective realization among more and 
more sections of the government and the general public that 
the containment policy is in fact reaching a dead end. 

For example, it is coming to be understood that nothing 
fundamental is being changed in Europe by the Marshall 
Plan. In 1952, when the Marshall Plan is scheduled to 
end, Western Europe will not be able to take care of itself 
economically, and the dollar gap will not be closed. The 
European problems that gave rise to the Marshall Plan will 
be present in 1952 as they were in 1947. Again, it is, in 
very recent weeks, being made painfully obvious that our 
position in Berlin was not secured by the Airlift; that the 
Greek Civil War can start again whenever the Kremlin so 
wills; and that our entire German policy is looking more and 
more like a vacuum. 

Our political leaders may continue to say for a while, as 
they said after the Soviet atomic explosion, that nothing has 
changed, that our basic policy remains unaltered, but such 
remarks are not to be taken seriously, as they themselves 
know very well. It is possible that the containment policy 
can hang half on for some months longer, or even a year 
or so, but it is in fundamental reality hopelessly, irrevocably 
washed up. 

What new policy, then, will replace the policy of contain- 
ment, as containment in its day replaced the policy of alli- 
ance and appeasement? When you make a turn there are 
always several directions in which you can next go. This 
way, or that way. 

It is possible that containment will turn into a new policy 
of appeasement. After all that has happened, this possibility 
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may seem strange and even outlandish to some of you. 
Nevertheless, there are powerful pressures thrusting in the 


appeasement direction. Let me review these. 

First, there is, to begin with, the pressure from a consid- 
erable segment of the business community. Most of you 
who are in this room today are businessmen. All of you, or 
almost all of you, I imagine, regard yourselves as strongly 
anti-Communist. You may then wonder why I say that 
a powerful pressure for appeasement is coming from the 
business community. You may perhaps feel indignant at 
such a charge, and believe that my words are irresponsible 
and unfounded. Nevertheless, the record of the business 
community in the fight against Communism, the inescapable 
fight, is not impressive. In that fight too many business 
men have shown themselves too ignorant, too greedy and 
too timid. 

Some of you who are here today are executives of Gen- 
eral Motors. Do you remember the strike in 1947? Do 
you remember that you tried to cut the ground from under 
Walter Reuther’s feet by settling behind his back with the 
Electrical Workers? Did you understand then, do you 
understand now, that by doing so you were playing into 
the hands of the Communist leadership of the Electrical 
Workers, and sabotaging Reuther’s brilliant and bitter strug- 
gle to throw the Communists out of his union and out of 
the labor movement? 

Many of you doubtless are members of the National Asso- 
ciation of Manufacturers. Do you recall that a few years 
ago you put up some tens or even hundreds of thousands of 
dollars to finance an inquiry into social science textbooks 
used by our schools and colleges—an inquiry to determine 
among other things, whether Communist propaganda was 
being disseminated through the textbooks. To take part in 
that inquiry, you hired a professor from Cornell University 
named Vladimir Kazakevich. Did any of you, or any of 
your friends or associates, who put up this money and spon- 
sored the inquiry, bother to investigate Kazakevich? Evi- 
dently not. Evidently you did not discover and perhaps do 
not even know now that Kazakevich is a Communist agent, 
and has recently returnd to his home base in Russia. 

Some of you quite probably are connected through bisi- 
ness and financial ties with the shipping industry on the 
West Coast. Do you recall the great three months’ strike 
which tied up the West Coast ports in the Autumn of 1948? 
In that strike the longshoremen (the dockside workers) were 
led by the Communist agent, Harry Bridges, and the sailors 
were led by the courageous anti-Communist—also a Harry 
—Harry Lundberg. Do you remember that after all their 
talk up and down the coast for three months, the shipowners 
tried to settle with Bridges and to leave Lundberg out in 
in the cold without a contract? I remember very well. | 
was there during the week in which that scandalous inci- 
dent occurred. I wonder whether it has occurred to those 
shipowners that their cowardly action in 1948 was what 
led to the paralyzing revolutionary Hawaiian strike in 1949? 

Some of you are members and supporters of the Foreign 
Policy Association or the Institute of Pacific Relations. Have 
you ever taken the trouble to find out how many of the 
articles and books which these two organizations publish, or 
the speeches which they sponsor, are the products of Com- 
munist party members or fellow travelers? Have you pro- 
tested any such articles and speeches, and demanded a house 
cleaning in those two organizations? 

Since the split in the Electrical Workers’ Union which 
took place at the last CIO Convention, the Communist-led 
section has been locked in an all-out battle against the new 
union led by the anti-Communist, James Carey. How many 
of you have protested against the actions of your friends in 








the management of General Electric and Westinghouse, 
whose maneuvers in blocking new union elections are play- 
ing into the hands of the Communists? 

Some of you, who like to regard yourselves as liberals, 
have been ardent defenders of Alger Hiss, and have pro- 
tested against what you choose to call his persecution. 
“How’’, you have asked “could such a nice person, with 
such a fine background, and such distinguished friends and 
sponsors, be an enemy agent ?”—as if it were not part of the 
business of a good agent to look and act anything but an 
agent. But what has not been understood is that the senti- 
mental coddling of Hiss and men like Hiss is exactly what 
produces the atmosphere in which not only Hisses but also 
the Klaus Fuchs’s are able to flourish. 

Business men must seek profits, and in that there is 
nothing necessarily wrong, but what is wrong and may prove 
fatal is to seek profits, and short-term profits at that, at the 
expense of everything else. 

It was bad business in the long run, as well as disastrous 
statemanship, to seek the profits that came out of rebuilding 
the Nazi armament industry, and selling scrap-iron and oil 
to Japan. Many business men today believe, in the back of 
their minds, that there are big profits ahead in trade with 
the Soviet Union and the Soviet empire, and believing that, 
they would really like to make a deal with Stalin. And 
Stalin in his own way is playing up to their greed. 

The business men should ponder a little more carefully 
on the fate of their business colleagues in Poland, Czecho- 
slovakia, and Eastern Germany. Slave labor camps, revolver 
shots in the back of the head, and mass rape seem very 
unreal in Grosse Pointe. But there were also lovely houses 
and lawns and happy and prosperous families in Berlin’s 
Zehlendorf, and in the suburbs of Prague. 

The Communists mean what they say, and they have 
spoken very plainly. Their aim, never hidden, except to the 
deliberately blind, is to conquer the world, to destroy all 
pre-existing social systems and classes, and to remake man- 
kind in their own totalitarian image. 

But the pressure for a new round of appeasement, for a 
deal, does not come only from parts of the business commu- 
nity. There is some indication today of the rebirth in this 
country of a new kind of isolationism. This is reflected in 
Congress, and even in the President’s preoccupation with 
domestic issues at the expense of foreign policy and adequate 
defense. The feeling seems to be: “Let the rest of the 
world go to Hell in its own way. We have enough to do 
at home, and will concentrate our energies on arguments 
about pensions, taxes, balanced budgets, deficit spending and 
the Welfare State.””’ Or again, there is an appeasement 
stimulus that arises out of the guilt complexes of the physical 
scientists, who are trying to escape the moral consequences 
of what they have done in inventing nuclear weapons. Many 
of these scientists are politically disoriented, political babies ; 
even some of the most noted of them have records of sup- 
port of Communist front organizations and of absurdly un- 
realistic plans. Klaus Fuchs, unfortunately, is not a unique 
exception. 

In listing the pressures for appeasement, we must not of 
course neglect the far flung Communist apparatus itself. All 
the layers of the apparatus, from the infiltrated agents to 
the M.V.D., the Soviet Secret Police; to the party members 
and out to the hundreds of thousands of conscious fellow 
travelers and the naive and innocent dupes who repeat the 
Communist propaganda without knowing what they are 
saying. Even the non-Communist but muddle-headed liberals 
are often playing the Communist game when they persuade 
themselves, and try to persuade the rest of us, that the 
Communists are not really like the Facists; that the Com- 
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munists have the same ideals as ours, and so on. I am sorry 
to report that there are not a few of such muddleheads 
bedded down in Washington. 

Finally, among the pressures for appeasement, is a de- 
featist psychology which possesses a certain number of Ameri- 
cans, as it does many Europeans. There is a half-thought 
feeling that we are licked already, and that the most we can 
do is to wait passively for a miracle. This feeling also is 
noticeable in some circles of Washington, and has not a 
little to do with our dismal failure in the Far East. 

I do not intend to state at length what would be the con- 
sequences if we were to adopt a new policy of appeasement. 
If the turn which we are now making became a turn into 
appeasement, if the consequences of the appeasement of a 
totalitarian aggressor have not been learned from the events 
of the past 15 years, then it would seem that nothing can 
be learned. A totalitarian aggressor grows fat on appease- 
ment. Appeasement once again would not stop war, but 
would make war inevitable, and under the worst possible 
circumstances. If. victory were again possible, it would be 
a victory almost as disastrous as defeat. 

But let me turn to the other possibility. If a retreat to 
appeasement is one direction that our policy can take, after 
we complete the present turn, there is another. This other 
is an advance to the offensive. The necessity and meaning 
of the turn to the offensive is the subject of my new book 
which was published last week, and to which Mr. Gilmore 
so kindly referred. The title that I have used, “THE 
CoMING DEFEAT OF COMMUNISM”, expresses my convic- 
tion that with whatever delays this turn will be made. As 
in all struggles, the offensive and only the offensive can win. 

‘To make the turn to the offensive means first of all to 
recognize the truth about the situation in which we now 
find ourselves. ‘The truth is simply this: We are at war. 
We are not confronted with the possibility of a war some- 
time in the future, but we are at war now. And we are 
whether we admit it to ourselves or not, because our enemy 
is at war with us, and it takes only one to make a war. 
Until we recognize this fundamental truth we have both 
hands tied behind our back. Our enemy fights for his stra- 
tegic objectives with all those means that he considers appro- 
priate. We restrain our actions because of empty legal and 
moral formulas which have no relevance to the real situa- 
tion. And we must recognize the further truth that our 
enemy has clearly established the objective of his war: World 
domination, with the destruction of the United States the 
principal step in attaining that objective. 

But the turn to the offensive means, perhaps above all, 
a radical change in our outlook and attitude, in will and in 
resolution. Since we are in a war we must be in it to win, 
and we are going to win. 

I do not want in any way to minimize the gravity of the 
present crisis, or its urgency. Nevertheless, | believe that 
many of us and many of our political leaders in Washing- 
ton tend now to over-estimate the capabilities of the Soviet 
Union as much as many under-estimated those capabilities 
in 1941. 

Stalin is strong in part because of a strength which we 
have conceded him. During the past five years he has car- 
ried through one of the most colossal bluffs in history. He 
is still vulnerable. Less vulnerable by far, it is true, than 
he was in 1945, and he will not be vulnerable in two or 
three years if he is given an unhindered period in which to 
correct his defects. But there is still time—not much time 
but enough—in which to exploit his relative weakness. 

Consider the following facts about the enemy. He lost 
approximately 25 million men in the German war—far 
greater than any published figures have so far indicated. No 


nation or combination of nations can recover from such a 
blow in a few short years. His industry, his technology, 
cultural level, usable resources, as against merely theoretical 
resources, his trained men, his science and art are all at a 
level far below ours. 

Because of his enormous and rapid geographical expan- 
sion he is now over-extended in terms of his available per- 
sonnel. In China, for example, his armies are now in much 
the same situation as those of the Kuomintang two years 
ago. In Eastern Europe he does not have the reliable men to 
assure everywhere his administration and control. He has 
failed so far to integrate the satellite areas of his new em- 
pire. In Tito he is confronted with a rival who has defied 
him successfully for nearly two years, and has thus set an 
example of rebellion throughout his domain. 

He has—a more subtle but not the less significant point 
—reached a theoretical impasse. His theory, what he calls 
the theory of Marxism-Leninism-Stalinism, does not answer 
the problems of the present stage of the revolution, as he 
would put it. The theory does not give guidance to solve 
the problem of the relation among several successtul Com- 
munist states, as Tito insists and proves, nor does it explain 
how to decide peacefully the succession to Stalin. His own 
elite or part of it—part of the Communist apparatus itself 
—is becoming alarmed and horrified at the consequences of 
his course. The perpetual purges and slave camps and lies 
and police terror, and the complete failure of their pretended 
solution of the general social and economic problems of what 
they call class society. His realm is shot through with dis- 
affection. He has not forgotten that there were millions of 
deserters from his ranks in the last war; even in that war, 
when desertion meant aiding Hitler and the sadists of the 
S.S. He knows better than we the meaning of the fact that 
he must incarcerate 15 million of his subjects in slave labor 
camps, and he knows the meaning also of the hundreds, even 
thousands, who daily in spite of all the barbed wire and 
trained dogs and armed sentries escape from his lines into 
the West. 

It is fatal, true enough, to be complacent, but why should 
we lack confidence? We have reason for confidence if we 
act; but if we fail to act it will be we who disintegrate. 
Our enemy, with time allowed him, will make good his 
deficiencies and will relentlessly shift the balance against us. 

The turn to the offensive, then, means recognizing the 
truth about the situation itself, about the war, the enemy, 
his objective, his strength, and his weakness. Since that is 
the truth, the turn to the offensive must mean also a deci- 
sion on our part to meet the demands of the situation. This 
decision, granted the truth, can only be the defeat of the 
enemy: that is, the reduction of Communism to impotence. 
That, then, is our objective. 

The steps, the methods, whereby to attain the objective 
must naturally be adjusted to the given stage of the struggle, 
while at the same time we prepare for succeeding stages. 

The present stage is not that of all-out fighting by all 
military arms, though it is a mistake to think of this present 
stage as merely a cold war. It has not been so cold in 
Greece, China, Indonesia and Indo-China. But the present 
stage is primarily one where the struggle takes place in terms 
of economic, psychological, political and subversive methods. 
All of these may perhaps be summed up, with the help of 
a word that became known during recent years, as “Resist- 
ance” methods. We must build a world-wide anti-Com- 
munist Resistance. 

Our task then is, in terms of an offensive attitude and 
strategy, to aim at our ultimate objective, and to carry 
through appropriate measures in these various fields, supple- 
menting them where necessary by military measures. 
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I cannot, in the time I have this noon, go into specific 
details, but I want at least to suggest how much there is 
to do if once we set our mind to it. We can, for example, 
strengthen the economic basis of our allies and potential 
allies, and we have been doing so, though not always in the 
most intelligent and fruitful manner. In this field we must 
make more certain that we are getting something worth- 
while for our money. And we can do much more than we 
yet have to block the economic consolidation of the Soviet 
sphere. The inability of the Communists to solve the eco- 
nomic problem is one of their key weaknesses. It would be 
an immense error if through sentimentality or a short-sighted 
wish for profits we solved it for them. 

By psychological warfare, material aid and intelligent co- 
operation we can win the labor movement of the world 
from Communist control. The importance of this task has 
been clearly recognized by the best of our own labor leaders. 
They recently took the initiative in launching the new demo- 
cratic and anti-Communist world labor federation. But to 
keep world labor on our side we must prove in action, as 
well as in propaganda, that both freedom and a decent and 
expanding standard of life and livelihood are to be found 
on our side, not on the side of Moscow. 

By facing and telling the truth we can break the hold 
which Communist ideas have on so many of the world’s 
intellectuals. By psychological and subversive methods we 
could undermine the Communist regimes in the satellite 
nations and within the Soviet Union itself. The subjects 
of the Communist tyranny hate their present masters, and 
long for liberation. We must make clear to them that we 
are their allies against a common enemy, and that we seek 
to free, not to destroy, them. 

We can today, if we make the necessary decisions, begin 
the building of an anti-Communist resistance movement 
which would draw forces from the vast exile groups and 
would extend directly into and through the Soviet sphere. 
These exiles from the Soviet Empire are a phenomenom 
without precedent in history. Never has such a mass of 
humanity sought escape from its homeland. The refugees 
from Nazism, remarkable as they were in both numbers and 
quality, are not even comparable to the Soviet exiles in 
amount or in the representation of all social classes and 
groups. These exiles today are an anti-Communist force 
of almost unlimited potential, but we have hardly begun to 
use or even understand that potential. 

We must bear in mind that a conventional,: purely mili- 
tary, strat-gy cannot in all probability defeat the Soviet 
Union. The purely military problem for both sides seems 
almost insoluble. The Soviet power will have to be de- 
stroyed at least in part from within, by the will and action 
of its own subjects. And it will be if our decision gives the 
necessary leadership. If we so decide, if we abandon both 
passivity and defeatism, we can look confidently toward 
much more striking operations than those that I have so 
far listed. 

Who, for example, decrees that Formosa cannot be held? 
Not only held, but used as a base for a counter-offensive 
to harry the Communists on the mainland by air and com- 
mando methods, by psychological and guerrilla methods, and 
to keep alive on the mainland a spreading Chinese anti- 
Communist resistance that will some day roll the Com- 
munists back and out. I for my own part cannot accept 
the defeatist views on China of advisers trained in the 
school of Moscow, or reporters who cover their assignments 
in the bars of Shanghai and Hong Kong, or of careerists 
who have lost their nerve. 

Why should Stalin be allowed to keep his untenable 
Mediterranean position in Albania? Are a few thousand 








Moscow agents plus a handful of native Communists enough 
to hold, if we decide to push, and to give the anti-Commu- 
nist population of Albania a chance to re-assert its freedom? 
And if we clear Albania, then Bulgaria, and after it the 
rest of the Balkans would begin to crumble. This, by the 
way, the crumbling of the Communist position in Eastern 
Europe, would be a far better protection for France and 
Italy and Britain than anything that can be expected for 
many years from the Atlantic Pact and the program of 
West European Rearmament. 

As soon as we adopt the offensive point of view, basing 
it on a true estimate of the real situation, dozens of specific 
proposals come at once to mind. It is no longer a question 
of reacting feebly and too late by hasty and ill-considered 
improvisations to moves of the enemy, but of seizing the 
initiative and by a whole series of actions on a world scale 
throwing him off balance. 

But we must conceive our plans, not in a flea-biting, 
grudging, kibitzing sort of way. They must be massive, 
bold, audacious. 

Such in outline is the other direction that the present turn 
in United States policy can take. Appeasement or the offen- 
sive. It is now to be one or the other. 

If we accept the offensive, what may we expect? At the 
maximum we can attain our objective, the defeat of Soviet- 
based Communism, without all-out war. If the rigid totali- 
tarian structure of Communism once starts to crack, it may 
well split wide open. At the worst we will improve our 
political and strategic position. We will seize the initiative 
and timing from the Kremlin, and prepare the basis not only 
for more certain victory in the all-out war that may come 
in spite of whatever policy we may adopt, but also for the 
more fruitful exploitation of that victory. 

The choice between appeasement and the offensive in com- 
pleting the turn from containment is in short the choice 
between defeat and victory. The making of this choice may 
be delayed and prolonged. Unfortunately, every week’s de- 
lay has a heavy cost. But no one who knows our history 
and our people can doubt the final outcome. Thank you. 

ALLEN B. Crow: Dr. Burnham, | am sure the silence 
and the rapt attention is a fine tribute to your very chal- 
lenging paper. 

Dr. Burnham has consented, in the fifteen minutes that 
remain, to answer such questions as may be presented. I 
have one here. I would like to have you write them and 
send them up as far as you can because we have a wire 
recorder which will record the question and the answer 
from this microphone; whereas, if you speak them out there 
it will be necessary for me to repeat them. 

Here is a gentleman that has evidently been reading John 
T. Flynn’s book, “THe Roap AHEAD”, who asks this 
question: 

“What is your evaluation of the relative dangers from 
Communism as against Fabian Socialism in America?” 

JAMes BURNHAM: It seems to me in politics that the 
rule always has to be to take first things first. There are 
always a thousand dangers that are possible and several 
hundred that are present at least as threats, so we have to de- 
cide what the main danger is and concentrate on that, and 
then take the next danger in its time. 

If we estimate the danger of Communism—orthodox offi- 
cial Communism—in this country, and if we confined our 
attention only to this country, I would say that it is not 
much of a danger. In its open form it doesn’t attract a 


great many Americans. They’re too well aware of the con- 
trast between what this country has accomplished and that 
which the Soviet Union has accomplished, and indeed all 
the rest of the world. 
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Communism is dangerous not because of its native aspect, 
but because it’s part of a world-wide movement that both 
in its ideological sense and the penetration of its ideas, and 
also organizationally in the penetration of its actual agents 
in organizations, is now threatening all of the world, and 
is concentrating above all on this country. Its concentration 
and its present power, both in ideas and in material force, 
is such that in my opinion it constitutes a very direct, very 
immediate, very powerful, very exacting threat; an unavoid- 
able threat, not for some distant future century from now, 
or even fifty years from now, but for the next decade—for 
the next even two or three years. That is what leads me 
to the conviction that that is what we now concentrate on. 

So far as Fabian Socialism goes, it is certainly true that 
our country in some respects, without calling it that, has 
moved in that very direction during the past fifteen years 
or so; in effect, since the New Deal. The New Deal in- 
corporated many Fabian ideas. Whether Fabian Socialism 
will lead into totalitarianism, into the destruction of civil 
rights and liberties, into the creation of a slave state, is a 
problem not yet answered by history. What we know, how- 
ever, is that at present, in the present state of the world, 
the democratic Socialists are considered by the Communists 
their greatest enemies; greater enemies than the National 
Association of Manufacturers, by the way. Stalin is not 
disturbed at propaganda under the name of the Chamber 
of Commerce or the N.A.M., or propaganda that is openly 
in favor of laissez-faire capitalism. ‘The Politburo devotes 
no time to that at all, and in fact very often considers that 
it aids them. Stalin is, however, constantly preoccupied with 
the activities of democratic Socialists and of democratic labor 
leaders who are non-Socialist. You may have observed that 
in the resolutions of the Cominform, adopted a few months 
ago, the ‘Left Anti-Communists”’, you might call htem, from 
labor ranks and from Socialist ranks are condemned as the 
main danger to the progress of the Communist revolution 
at this time. 

In my own mind, that dictates a policy of what one might 
call an “Anti-Communist United Front’. While recogniz- 
ing that we have differences of opinion about the degree of 
Socialism and collectivization and free enterprise that is 
proper for society, and that we're not going to be able to 
iron out the differences with Reuther or with Norman 
Thomas or with Leon Blum in France, or whoever it might 
be, we could at least agree in practical terms with them 
that as against Communism and its threat to secure world 
domination we will stand together and fight together. 

ALLEN B. Crow: (Reading Question) “Will you please 
elaborate on the Soviet influence from within this country on 
our China policy?” 

James BurNHAM: The Soviet Union decided immedi- 
ately after the Revolution in Russia that the question of 
China was to be perhaps the key question of the whole 
world revolution. As a matter of fact, perhaps I should 
say more exactly that under Stalin’s influence this decision 
was made. Lenin believed that the key to the success of the 
revolution was fusing the manpower and resources of Russia 
with the industrial and technological set-up of Western 
Europe, in particular, with that of Germany, and he based 
his policy in the years immediately following the Revolution 
upon accomplishing an overthrow in Germany which would 
link the two together, and which he thought would be un- 
beatable. But in the struggle between Stalin and Trotsky 
the China question played probably the chief role. There 
was then adopted the perspective which is now reaching 
success. The documents of that period of twenty years ago 
contain the whole strategy that has been followed. 

They set up within Russia itself training institutes at 


which from forty to fifty thousand Chinese Communists 
have been trained for anywhere from two to fifteen years 
in revolutionary techniques and theories and methods for 
the work in China, and in which many of their own na- 
tionals and some of various nationalities were also trained 
to concentrate on the Chinese revolution. Some of you may 
recall that Earl Browder, for instance, who was for many 
years the Secretary of the Party here, spent his spell of 
service in the China area. 

As part of this campaign they made a kind of theoretical 
analysis of the relationship of forces in China—the meaning 
of the revolution there. It seems a long way away from prac- 
tical matters. And they convinced a certain number of 
people, who were not themselves Communists, that their 
analysis of Chinese events (or at least what they wanted 
them to think was their analysis) was correct. At the same 
time, they recruited a certain number of Americans, among 
nationals of all other countries, into their apparatus. 

If we go back the past fifteen years or so in this country, 
it is fair to say, and if there were time it could be docu- 
mented, that the overwhelming bulk of books and articles 
on China have been written from what is essentially a 
Moscow point of view. I don’t mean by that that every one 
of the writers is a Communist agent. By no means. Many 
of them have absorbed the ideas of Communism without 
being aware of what was going on, and this is true right 
down the line from popular journalists like Edgar Snow, 
who has consistently defended the Communist analysis of 
events in China, to our advanced scholars like Owen Latti- 
more, whose point of view also has objectively favored the 
course of Communist conquest. Incidentally, these figures 
include not a few who have been used as advisers and ofh- 
cials of various governmental services, conspicuously includ- 
ing the State Department, who were used during the war 
as the most important officials in the China area itself: 
political advisers, liaison people, O.S.S. agents, O.W.I. 
agents, and the rest of it. 

They have taught at one stage that the Communist Party 
of China is not a real Communist Party, that it’s a group 
of agrarian democrats—the line that Henry Wallace came 
back from China with. And it was said to him there by 
these people who had been trained in this type of idea. They 
have been taught that Mao Tse-tung was really not in any 
way a man of Moscow, but represented a native Chinese 
point of view. That you could take all kinds of deals. They 
taught that you could work for a coalition between the 
Kuomintang and the Chinese Communists after the war, 
and they took in General Marshall on that proposition, and 
that became one more stage in the liquidation of the anti- 
Communist government and the installation of the Com- 
munists. 

They are now teaching us, by the way, that we should 
give up China; that, of course, Formosa is indefensible; that 
it is absolutely impossible to think of doing anything but 
retiring to Southeast Asia, and of course if you begin to 
think it over, six months or a year from now they will say, 
“Well, anybody could tell all along the line that you 
couldn’t defent Southeast Asia if you let Formosa, on its 
flank, go, so now we have to retire to India.’”’ Then, two 
years from now they'll explain to us why we have to get out 
of Asia altogether. 

AtLEN B. Crow: Dr. Burnham, these men are business 
men. In the next to the last chapter, of your book you go 
after business men unmercifully. What do you think these 
business men ought to do about this situation ? 

JAMeEs BURNHAM: I suppose as an author, in the busi- 
ness, | ought to say that the first thing they ought to do is 
to buy my book. 
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It isn’t easy to answer this in details; and one has to be 
realistic and understand that business men have a lot of 
business to attend to apart from political and international 
questions. 

I do think that they should accept the responsibility of a 
little study, a little serious study, so that they won’t make 
such errors as some of those that I cited. Such errors are 
often based upon not having the facts, facts about who is 
who and what organization is what. 

I believe myself that the time has come in this country 
for business men to get together. Not alone, but with other 
responsible citizens,—from journalism ; from the labor move- 
ment in this particular event, also; from the military and the 
government—to plan ways to make the public more aware 
of the seriousness of the crisis, to support serious and pro- 
ductive anti-Communist ventures, to look around for in- 
stance—and you don’t have to look far to discover them—to 
see what kind of publications, what kind of organizations, 
need support. Among other things, they need money. And 
as one becomes more acquainted with the field, they also need 
the support of those who can speak in their communities, and 
who can exercise influence in Congress. The business men 
need, for example, to make clear to their Congressmen that 
they are prepared to spend a little more, and if necessary 
to be taxed a little more in order to have an adequate de- 
fense program, one of the great problems that now arises; 
and that they understand, too, in world terms, the need of 
aggressive and bold policy in Europe, a policy—and let’s not 
blink the fact—that to some extent means using for demo- 
cratic purposes certain of the methods which the Commu- 
nists have taught us are in the Twentieth Century essential 
for implementing political aims. Things like this work with 
the exiles. If you had seen, as I have seen—some of you 
doubtless have seen it—what conditions some of the anti- 
Communist exiles are living under in Europe, in Germany, 
in Italy, and especially in France, where they are attempt- 
ing to—not merely to maintain life, which is little enough— 
but to carry on the anti-Communist political work, to main- 
tain liaison with their homeland, to make their own fellow 
exiles acquainted with the truth about the world situation, 
to publish magazines, to maintain connections with resist- 
ance in underground groups inside their countries while 
they live in garrets, you would be able to find many outlets 
for both energy and sympathy and money in support of ac- 
tivities which in the long run, in my own opinion, are nec- 
essary also to the survival of our own country. 

ALLEN B. Crow: Just one or two more. 





(Reading Question) “Is it your thought that business in- 
terests should avoid business contacts with Communist 
countries ?” 


James BuRNHAM: Of course this is a very difficult prob- 
lem from the business point of view. I remember my col- 
league economists in New York University saying how 
impossible it is to take up in practical terms a question like 
the protective tariff, because, they say, “Well, as a theo- 
retical economist I can prove that we ought to have free 
trade, but how could I put to a meeting of people in the 
pottery business, let say, the desirability of free trade. They 
know concretely that they are going to lose money if there 
isn’t any tariff on china and pottery coming into the coun- 
try.” And it’s a fact. I can’t deny it. 

In the same way, to tell a business man, “Don’t trade” 
when he is offered trade on good terms that can make money, 
with whatever country it may be in the world, is a kind of 
contradiction. As a business man concerned with the future 
of his business, he has to trade. He has to keep his business 
going. It’s not a sentimental thing to need profit, as you 
know. You have to have it, or business collapses. 


But at the same time it seems to me that now the busi- 
ness community has to take a longer term point of view. 
I don’t advocate the total suppression of all trade with the 
Soviet sphere. If that trade is carefully regulated, it be- 
comes a means of contact, of inter-relationship, that may 
occasionally lead to important information and contacts 
within the Soviet sphere itself. It also becomes a basis on 
which we can get necessary strategic items out, and it keeps 
the lines from crystallizing too early. But at the same time 
it seems to me that it would be disastrous if we did not so 
control that trade that it does not aid in the consolidation 
and reconstruction and sound development of Soviet indus- 
try. After all, everything that we give them is indirectly 
building up the Russian war machine, or the Soviet war 
machine proper. Even the trade with the satellite countries 
is so filtered that the net effect is primarily to build up Soviet 
armament, and we certainly don’t want to do that job our- 
selves and have what we have sent there sent back to us in 
the form of hydrogen bombs. 


That’s why I think that business men should discuss in 
the most friendly and cooperative way with the State De- 
partment and the various parts of the government that are 
concerned with this, a program that would maintain what- 
ever minimum of trade relations there are on a basis that 
can give no real help to the plans of the Kremlin. 
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T is an honor to be here today. It recalls happy memories. 
Sixty-five years ago I was a student in the old City College 
building located here. 

Every morning we filed into assembly. President Webb 
read from the Bible. A sophomore climbed the rostrum to de- 
liver a ‘“declamation”’ ; then a junior and a senior an “oration.” 
When my turn came, how my knees trembled and my heart 
pounded, as they do now! 





Of all my teachers, the one who influenced me most was 
Professor Newcomb. He was never strict about requiring 
attention to his lectures. Students who preferred to play chess 
could sit in the back rows and pass the chess boards across 
their desks. Professor Newcomb wouldn't bother them. The 
students interested in what he had to say sat up front. That 
was where I always sat. 

It may strike you as quaint, even old-fashioned, that Pro- 
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fessor Newcomb taught political economy, logic, ethics, phil- 
osophy and psychology—all in one course. ‘Today these sub- 
jects would be fragmented among several professors. Such 
specialization is not necessarily a mark of progress. Too many 
educators seem to have forgotten that you cannot teach good 
economics, good politics, good ethics or good logics unless 
taught together as parts of one whole. 

With over-specialization has come a tendency to mistake 
information for education, to turn out “‘quiz experts,’’ who 
are crammed full of useful detail but who have not been 
trained how to think. 

Nor is this defect confined to our educational institutions. 
Washington today is a dismaying example of Dryden’s obser- 
vation about those ‘“‘who think too little and talk too much.” 
For five vears we have been engaged in a mighty struggle for 
peace and survival—the ‘‘cold war.” Yet nowhere are all the 
tangled strands of that struggle brought together in one place 
to be woven into a unified global fabric. We continue to 
stagver from crisis to crisis, with the initiative left to the 
enemy. We remain too obsessed with today’s details to think 
through the bold strategy so vital for tomorrow. 

What is lacking is not so-called “information.” There has 
never been so much “news,” so many statistics, so many 
alleged “real inside stories.” Yet the public has never been 
more confused. 

‘To print all the facts collected by our great communications 
iwencies would exhaust our paper supply. Of what avail is 
i forest of facts if we have lost the art of sitting on a log and 
thinking the facts through? We appear to have lost our ability 
to distinguish between the true and the false, the good and 
the evil. 

The object of all fact-gathering is to furnish material for 
thought and reasoning to arrive at sound judgments which 
can lead to clear and constructive decision and action. 

‘That ours is a well-intended confusion is significant. It 
indicates that the failure of our educational system is a double 
one——of bad moral habits as well as bad thinking habits. I 
refer to morals in the broadest, ethical sense. Too many people 
seem to regard good morals and good intentions as the same 
thing. 

Morality rests upon values—what we regard as good and 
evil, what we live for, what we would die for. Without such 
values, everything would be reduced to a cynical zero. Values, 
in turn, rest upon discipline, on regulating one’s behavior by 
the light of one’s values and the rights of others. Morality, in 
other words, requires both good intentions and the strong 
backbone of self-discipline. Yet how many of our schools and 
teachers attempt to teach values without discipline ! 

This dual educational failure—the failure to instill in 
students the “know how” of thinking and a disciplined ground- 
ing in ethics—is all the more tragic because never were these 
two qualities in greater need. 

| have already remarked on the folly of dealing with na- 
tional and international problems on a piecemeal basis, without 
a thought-through strategy. Let me now turn to the moral 
dilemma which grips us all and which will grow ever sharper 
as the role of government grows. 

Some of you who look to government action as the cure-all 
for our numerous ills may be startled by this statement—that 
our moral problems will grow more acute the more the govern- 
ment undertakes to do. With the revolt against the old laissez- 
faire do-nothing government philosophy has come a sense of 
community responsibility for the individual welfare, and 
rightly so. Civilized society can not survive the jungle law 
of fang and claw, with its ruthless survival of the fittest. 

But do-nothing government is dead. Virtually every phase 
of economic life is subject to some government intervention 


or regulation. The issue we now face is whether, as some say, 
community responsibility should be everything—and individ- 
ual responsibility nothing. This doctrine ignores the human 
law that there are limits to the burden a community can carry. 
There is a point of no return beyond which government inter- 
vention and the lack of responsibility among non-producers 
slow down all production and defeat their own purposes. 

To lift the levels of human dignity and living is a proper 
function of government. | joined with both Woodrow Wilson 
and Franklin Roosevelt in their programs of humanitarian 
reform, in the Adamson eight-hour day, collective bargaining, 
economic equality for farmers and other “new freedoms.” I 
opposed the conscription of labor in the recent war, even when 
President Roosevelt’s “liberal” advisers favored it. I have 
favored pensions and care for the aged, infirm and handi- 
capped, and have urged that America take the lead in lifting 
wages and working standards all over the world. 

Enormous advances have been made under our present sys- 
tem, the best in the world. These advances can be pressed 
further in years to come—as long as we preserve our form of 
government. But the way to protect human rights is not to 
socialize them. The chief threat to human rights is no longer 
one of too little government, as it may have been thirty years 
ago when this School of Business and Civic Administration 
was founded. Freedom’s greatest threat today is too much 
government, that al/ limits to government action may be swept 
away. 

Is there to be no line beyond which government shal! not 
go, as it is in Soviet Russia, and. becoming so in socialistic 
England? Is government action to be prompted by the sheer 
expediency of whichever greeds or pressure groups appear 
strongest at the moment ? Or is it to be subject to higher ethical 
restraints, and if so, what are they to be? 

That is the dilemma which will confront you through the 
rest of your lives. You will have to ask yourself not should the 
government take action, but how can the government’s action 
be made just and fair to all? 

Do-nothing government, we were told, was a cloak for 
powerful interests who wanted to be “let alone” to despoil the 
country’s resources and the public. How unselfish are they who 
today invoke the power of government to further their own 
interests, or to get votes? 

The plunder of our natural resources has been largely 
checked, though not entirely. Are we now to have a new sys- 
tem of plunder of the national treasury ? 

Is the old “let me alone” philosophy to be replaced by 
nothing better than a “gimme mine’”’ philosophy ? 

Under the old philosophy of do-nothing government, it was 
not necessary to define or regulate social relations in detail. 
It was assumed that if each individual looked after his own 
interests, the end result, through a Darwinian process of 
natural selection, would be for the general good. That age 
had never met Hitler. 

With government regulation, we now must consciously 
define man’s relations to his neighbors, of the various seg- 
ments of society to one another. To consciously regulate our- 
selves poses enormously greater problems than when taking 
things for granted, trusting to the automatic workings of 
competition. 

Look at the inflation that has wracked the country in recent 
years, with such injury to those with fixed incomes and 
wages—firemen, teachers, policemen, nurses, civil servants, 
pensioners, the aged, and others. This inflation has not been 
the result of do-nothing economics. It has come from govern- 
ment-managed economics, from government favoritism to cer- 
tain pressure groups, in disregard of the national interest. 

To prevent this inflation, as you know, I urged that in war, 
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priority controls be accompanied by an overall ceiling over 
the entire economy, over all prices, all rents, all wages, all 
costs, with taxes high enough to eliminate profiteering. This 
plan would have treated everyone alike. It would have frozen 
all prices arbitrarily as of some fixed date. Adjustments could 
be made where essential to stimulate production and to relieve 
inequities. 

Instead, under political pressure and only after much costly 
delay, a piecemeal price control plan was passed. This law 
legalized inflation. It allowed farm prices to rise to 110% of 
parity; it left wages free. When this broke down, the admin- 
istration attempted to “hold the line” with an over-all ceiling, 
as had originally been recommended. By then the damage had 
been done. 

With the war’s end, we scuttled and ran. The process of 
inflation by pressure groups was given whirl after whirl—with 
the end not yet in sight. 

Millions have been penalized through a cruel reduction of 
their purchasing power. Was that just, or fair? 

What moral would you draw from this inflation? 

Only recently increased old age pensions were voted. This 
justly recognized that since 1939 living costs have risen around 
60%. What good will increasing pensions do unless the spiral 
of inflationary policies and deficit spending are halted and 
pressure groups fought off ? 

Every form of saving has been depreciated—life insurance, 
government bonds, thrift accounts, annuities and pension 
funds. Week after week, bit by bit, these sums were put aside 
by millions of persons for their old age, for buying a home, for 
sending a child to college. To the extent that these savings are 
cheapened, the ability of these millions to care for themselves 
and their families is weakened. They have been made more 
dependent upon the government. They have been made more 
insecure. 

Yet, all this has been done in the name of “security.” 

This false gospel of security through deficit financing is 
evidence of bad thinking habits. If men and women are to 
provide for their futures, they must be able to put aside part 
of the earnings of their most productive years and be assured 
those earnings will not be wiped out. Saving is the first bul- 
wark of security. Inflation is the worst enemy of saving. 

In Soviet Russia, the people saved up their rubles, the 
accumulated sweat and hopes of a generation of work and 
deprivation. Then, ruthlessly, the Soviet Government slashed 
the value of the ruble to one-tenth. For all Russians over 
forty, nothing was left but to work at a bare subsistence level 
until they died. They could never hope to regain the savings 
their government had wiped out. 

In Eastern Europe, the Communists have demonstrated 
another form of tyranny—near-feudal slavery through infla- 
tion. Farmers for example, are paid liberally for their crops. 
After the crops are collected the money is ruthlessly depre- 
ciated. To get working credit for a new crop, the farmer is 
compelled to join a communist-dominated organization which 
controls his planting and returns. 

Wherever they have come to power, the Communists have 
wrecked the value of money. They have robbed savings of their 





value and keep the people enslaved through a system of per- 
petual inflation. 

Nothing quite so bad has happened here—yet. If American 
fiscal policy becomes a perpetual inflation machine—as “‘deficit 
financing” would make it—the result must be to enslave us to 
the government. 

One of man’s oldest delusions has been that he could avoid 
the necessity of working and saving by some money trick— 
lowering its value, printing more of it, changing lead to gold, 
burying gold in caves or concrete dungeons. In every instance 
these efforts have brought ruin. 

Moreover, “‘deficit financing” has convicted itself as a sys- 
tem of practical economics. It has been tried. It has failed. 
England, where Keynes and his school were born, cannot 
finance her own recovery by deficit spending. In this country 
when the recent war ended, the apostles of bigger and better 
deficits predicted a calamitous depression. Ten million were 
to be unemployed. Waging a campaign of fear against the 
American people, these deficit spenders pressured for and got 
tax reductions. Inflationary increases in prices and wages 
necessarily followed. 

I opposed reducing excess profits taxes after the war, an 
action which, to date has cost the Treasury thirty to forty 
billion dollars. Even before the war ended, I stated that for 
at least five and possibly seven years after the war, there 
would be more work than there were minds and hands to 
do—no matter what the government did or did not do. After 
that it depended upon the peace. If those taxes had not been 
reduced, there would be no budget deficit today. 

Now, what I have said here is not intended to suggest that 
a return to do-nothing government is either desirable or possi- 
ble. Nor that we should cease to strive for a more equitable 
sharing of the fruits of our production. I do want to impress 
upon you that the mere shift from do-nothing government to 
government intervention does not, in itself, solve our prob- 
lems. Unless this ever-expanding government activity is 
brought under the restraints of the highest moral laws, it will 
wreck our society. 

Woodrow Wilson wrote, “It will be a bad day for society 
when sentimentalists are encouraged to suggest all the meas- 
ures that should be taken for the betterment of the race.” 

Everywhere in the world today there is change. Nowhere 
is there peace. When I was a student here at City College, it 
was taken for granted that change was good, that change 
meant progress. None of us can believe that any longer. All 
of us have seen that change can be bad and oppressive. 

Yours is a far more confused and difficult outlook than that 
which confronted my generation. You must stand amidst all 
the many changes pressing upon us and decide which are good 
and which are bad. You can take nothing for granted. 

The world is always in need of leadership. Today the 
need is for self-disciplined leadership. With the training you 
have received here and the self-discipline which can only come 
from your own souls, you will find open to you positions of 
ever greater trust and responsibility—positions in which you, 
holding firm to the values of freedoms we cherish, can join in 
leading this country towards peace and a fuller life. 
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HEN | learned of the proposed title for this session— 
The Battle of the Budget Bulge—I was struck by 
its suggestiveness and pleased to echo it in the title of 
my remarks. I recall very vividly that, when our papers and 
radio carried the news of the break-through at Bastogne, many 
fireside generals and military amateurs began clamoring for 
an immediate containment. Then, as day followed day without 
news that the enemy had been routed, they registered fear 
verging on panic. It was much like the vicarious athletes in 
the bleachers at a football game who yell “Hold that line!” 
“Don’t give an inch!” “Throw ’em back!” But more is needed 
than mere protest to overcome a dangerous military thrust or a 
threatened gain by the opposing team. It takes coolness, 
method, and competent strategy. 

1 had the privilege of hearing General Marshall, after the 
end of the war, using this very incident of “the Bulge” to 
illustrate his problem of diplomatic strategy in his new post as 
Secretary of State. He explained how the high command on 
the Western Front had to analyze the motives that lay back of 
the desperate thrust, make a shrewd estimate of what re- 
sources were available to the Germans, estimate what their 
objectives would be, and decide how far these forces would 
have to be allowed to spend themselves before they could be 
effectively countered. Then the Allied chiefs of staff took 
inventory of what resources of men and materiel they had and 
how these resources were distributed. On this basis, they 
decided on a coordinated strategy of defensive and counter- 
offensive measures. Only as these appraisals were soundly made 
and a broad plan competently devised, and only as all the 
parties to its execution united in their effort could victory be 
achieved. You all know how well those conditions were met, 
how irresistibly the containment proceeded and became the 
basis for a series of related counter-thrusts ending in complete 
repulse of the Germans and our march to Berlin—and beyond. 


NATURE OF THE BREAK-THROUGH 


What does the word “bulge” mean in connection with our 
session this afternoon? To my mind, it means that our com- 
placent expectation of returning to something approaching 
postwar fiscal normalcy was upset by a new military threat in 
the spring and summer of 1948. We were at that time running 
a Treasury surplus and enjoying a justifiable measure of con- 
fidence that we would be able to manage a debt of the enor- 
mous size necessitated by the war and that we would continue 
such level of Treasury surpluses as would operate effectively 
to damp off the fires of inflation. But on March 17, 1948, the 
President went betore the Congress with news that a Russian 
break-through on the diplomatic front would necessitate a 
check of the rapid disarmament which we had planned and 
had had under way. The Congress shortly responded with an 
increase of 3.5 billion dollars added military authorizations. 

Keven betore this we had heeded the ery for help from 
Western) Europe and launched the Marshall Plan to 
strengthen its industrial and commercial structure so as to 
make a solid civilian base for military security against possible 
Russian aggression. Together the cost of the cold war and our 
economic cooperation with the non-Soviet world account for 
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sums as great as or greater than the budget bulge, measured 
by current and prospective deficits. Stated from the other side, 
the current level of deficits is about the same as the amount 
of tax reduction voted in the summer of 1948. Such was the 
financial break-through with which we are still contending. 

Now, there are government officials, members of the Con- 
gress, economists (including some of considerable prominence ) 
and possibly even some businessmen who are not concerned 
about the present state of government finances. They might say 
that the Chamber’s program-makers have relied on a false 
analogy and employed “scare words” in phrasing the title of 
this session. In essence, they argue that if we do not become 
unduly alarmed, the threatening tide of increasing debt will 
shortly abate. The pending budget, with its estimated deficit 
of another 5.1 billion dollars on top of this year’s deficit of 
5.5 billion (more likely 7) is described by the Administration 
as “‘a sound basis for moving toward budgetary balance in the 
next few years.” In other words, those menacing Germans will 
shortly turn around and march back home. They were just 
out for a little healthful exercise. 

I happen to belong to a different, a more old-fashioned, 
school of thought. I admit “I do not understand deficit financ- 
ing” in this bland and complacent sense. I think that slipping 
into deficits as a way of life is threatening the industrial secu- 
rity of our country, on which we have to rely if the cold war 
goes on and, still more, if a hot war develops. Continued deti- 
cits will threaten the value of, or public confidence in, the 
Nation’s basic monetary unit. And it is only upon confidence 
in that unit that the sustained activity and stable prosperity 
of all kinds of business can be built. 


‘Four PHASES OF STRATEGY 


Half my cards are already on the table in thus showing you 
exactly the premises from which I proceed in suggesting a 
national economic strategy for meeting a danger which I 
believe to be greater in its scope and menace than was the 
local bulge across the Roer. Now, I’ll put my remaining cards 
down in a series of brief propositions about a strategy for vic- 
tory in correcting the budget bulge. 

First, we can’t correct the budget bulge if we yield in the 
matter of military expenditures every time Joe Stalin throws 
a scare into us. We must have the imperturbability of a Gen- 
eral McAuliffe to say “Nuts” when an industrially primitive 
and illiterate country tries to bluff us as to our respective abil- 
ities to wage industrialized warfare. I do not venture an 
opinion as to just what figure should be set for the military 
budget. I have not even seen the voluminous diplomatic and 
military data whose study is indispensable to judge that issue. 
But I do feel qualified as an economist to raise a note of warn- 
ing when the issue is decided unilaterally without weighing 
all the economic data and analysis of economic capacities and 
impacts over and against the military and diplomatic yen for 
impregnable strength. ° 

As I emphasized in a series of speeches at successive citizen 
orientation conferences at the Pentagon, security is a global 
concept. It is not attained by building up a military machine 
at the expense of a sound economy—which is no stronger than 
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the financial foundation on which it rests. We all see the folly 
of the Mississippi steamboat owner who put on such a big 
whistle that the engines stopped when he blew it. 

This is no issue between Democrats and Republicans but 
between economic statesmanship on the one side and fear com- 
plexes and power drives on the other. I deeply respect the 
tenacity with which the President enforced the 15 billion dol- 
lar limit on the military budget last year and the 13.5 billion 
dollar limit this year. | admire also the vigor and skill with 
which the Secretary of Defense has been carrying out this 
restriction. I hope these public servants have not now decided 
to climb on the bigger military bandwagon—with its two 
super-distinguished drivers. 

Second, whatever the final decision on military expendi- 
tures (and the higher they are, the more this will apply), we 
can’t win the battle of the budget bulge without tightening 
our belts in matters domestic and civilian. Cutting out dead 
wood and raising efficiency in government agencies will be 
important, but by no means enough. We have to forego many 
things we would like and could have in the absence of foreign 
drains. These civilian purposes come under three general 
heads: resource development, social welfare, and personal 
security. 

I am not going to get impaled on the thorny question of 
just how far or how fast we should go in any of these direc- 
tions as a long-run matter. The point I want to make is simply 
that we can’t eat our cake and have it too. If we believe there 
is danger in persistent budget deficits in times of prosperity 
(and | do), then we have to hold these development, welfare, 
and security expenditures down in proportion as military and 
foreign aid expenditures rise. To do this, we need to start 
with frank recognition that some of the development projects 
and some of the welfare outlays are just good old-fashioned 
“pork” and some of the welfare is of the enervating “dole” 
kind, and some of it is of the ill-chosen Lady Bountiful kind. 
From the economic or business standpoint, these expenditures 
are of course the ones to prune. That is, from the broad and 
basic business viewpoint, they should be drastically pruned. 
But unfortunately, there is also a narrow business viewpoint. 
From that approach, any market dollar is to be sought or pro- 
moted just because it gives a chance of private profit. That is 
why you businessmen, who demand that the Government bal- 
ance the budget by cutting expenditures, swarm down here to 
see to it that you don’t lose any gravy in the process. I'll 
return to this phase of budget balancing in the latter part of 
my remarks. 

Third, to win victory in the battle of the budget bulge, we 
must have industrial peace. Only if payrolls are full and steady, 
only if plants run continuously above that “high break even 
point,” only if goods move in full volume and promptly 
away from the factory platform and off the dealers’ shelves 
will we have the high national income out of which to meet 
heavy government expenditures. An industrial impasse, with 
numerous, frequent, or long strikes, will lower government 
revenues and increase government costs, particularly those for 
social security benefits. Then the tide of the budget battle 
will turn against us. 

Don’t tell me that putting industrial peace as one of the 
four major strategic requirements for budget balancing is 
idealistic to the point of being impossible. So labor’s demands 
“‘are unreasonable and labor leaders tough people to deal with.” 
So “employers do demand inordinate profits and accept lower 
volume of operations rather than making wage or price adjust- 

ments which maintain volume operation.” The pot can go 
on endlessly calling the kettle black. But if we don’t find ways 
of employing collective bargaining in good faith so that we 
keep public and private revenues at full tide, we won’t win the 
budget battle, and if we lose that, we will lose the cold war. 





To say this is not to pass judgment on anybody or to criti- 
cize anybody. It is simply stating a simple mechanical fact 
which the Kremlin understands whether we do or not. If our 
First Army is fighting our Second Army, we won't have so 
much strength to resist the common enemy. 

Fourth, the strategy of victory requires that we do not 
take the easy road of tax reduction while still there is a serious 
deficit problem. I know how unpleasant it is to pay taxes, and 
| know that there are glaring inconsistencies and inequities 
in Our present tax structure. They may be so serious as to 
cripple some firms and actually cause others to pass out com- 
pletely. But they are not preventing prosperous operation for 
the economy as a whole. We can better postpone reform of the 
tax system than insist on getting relief at the expense of adding 
another billion or so to the deficit, which is a more basic threat 
to our prosperity. The men who won the Battle of the Bulge 
were tired and hungry, many of them sick, and some of them 
lost their lives. But they did not put their own safety and 
comfort above the great objective of winning the battle. 

Already, senators and congressmen of both parties have 
shown a clear intention of cutting excise taxes by 
amounts much greater than the President suggested and 
have shown little determination to make the offsetting 
increases which he suggested. Personally, I think it would 
have been better economic statesmanship not to have 
opened the door to tax lowering this year at all. But past 
experience indicates that the President possesses the fortitude 
to veto a bill that slashes taxes by an amount exceeding the 
principle which he laid down in January. | confess I do not 
fully understand the psychology that, with business as brisk 
as it now is, cannot recognize that deficits constitute the major 
threat to its continuance and that still demands cuts in taxes 
that will increase that deficit. 


\MorALE FoR VICTORY 


While my title employed the word “strategy,” treatment of 
the theme has called for passing over at points into discussion 
also of some tactical issues. The winning of battles in fact 
rests upon three factors: sound basic strategy, skillful tactics, 
and high morale. The operations of a democratically organized 
economy are something very different from the processes of 
a military organization. There is no supreme command to 
devise a unified strategy, no corps of staff officers to execute 
local tactics or of lesser officers to enforce discipline. The 
possibility of winning the battle of the budget bulge comes 
down therefore in the last analysis to an issue of self-discipline. 
This self-discipline must be based on understanding of eco- 
nomic means and ends on the part of millions of businessmen 
and workers at points of individual responsibility, large and 
small. 

As I view the current scene, I cannot regard the state of 
economic morale of our people as being high. We were not 
severely disciplined by the war, and we have tended to fall 
into even more self-indulgent ways of thinking and acting since. 
I am by no means sure that the battle of budget bulge can be 
won at all without radical change in our behavior and in what 
we demand from the economic system under present condi- 
tions in return for what we put into it. Speaking at Philadel- 
phia a few weeks ago, | summed this situation up in the fol- 
lowing sentence: “It strikes me that the United States today is 
indulging in the lazy relaxation of an Indian summer day- 
dream instead of facing the stern realities of clearly fore- 
seeable storms and dangerous weather for business.”’ 


TIMING IS OF THE Utmost IMPORTANCE 


The general argument that I have been presenting to vou 
is that the strategy of the budget battle calls for (a) holding 
both external and internal expenditures down and (b) hold- 
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ing our productive contributions and our tax participation up 
by respective amounts which will bring the two into balance 
at the earliest practicable time. Timing in economic strategy 
and tactics is no less important than in the military area. It 
was not possible to throw the Germans back to the Roer in 
a day nor in a week. First there had to be a succession of 
steps planned out and then a time table drawn up so that 
moves would be synchronized and a series of limited objec- 
tives achieved that, in an orderly and cumulative process, 
reached the major and final objective. Similarly, we cannot 
pull expenditures down or push taxes up or combine the two 
movements in such a way as actually to balance the budget in 
1950 or probably in 1951. If we tried to do so in any such 
drastic fashion, we would bring on a depression, perhaps a 
rather severe one. Our last state would be worse than our 
first. 

Much as we hate and fear Federal deficits, we must, as 
practical men, recognize that they are a significant factor in 
the prosperity we are enjoying at the present time. Every dol- 
lar of the 46 billion or so being currently spent by the Federal 
government goes to settle contracts you businessmen hold, 
goes for procurement of goods, goes to pay salaries or wages, 
interest or benefit payments. If it goes into private incomes, 
it is promptly paid out for groceries or clothes or rent or recre- 
ation, or it goes through savings channels into investment, 
where it pays for goods or wages. You can’t simply kick the 
6 or 7 billion dollars of deficit out from under that market 
without seeing excess inventories accumulate, plants curtail 
operations, and unemployment mount. 

Qf course we believe that, if we could stop the government 
from spending so much, private spenders could employ all 
our resources to supply goods and services the people prefer. 
But, granting all that, the switch cannot be made overnight. 
So we have to show a good sense of timing in our strategy and 
work out a practical time table. Then we shall have to put our 
backs into meeting that time table. If we fail we will simply 
trade a deficit for a depression. And if depression gets started, 
it could spread fast. Or those who want to see government take 
over could move in fast on the wave of fear engendered by 
rising unemployment. In fact, you wouldn’t even trade a 
deficit for a depression. The depression thus brought on would 
bring its own new deficit with it. 

It might be a rough guess that stopping 3 or 4 billion dol- 
lars of government disbursement and its resultant business and 
promptly substituting 3 or + billion dollars of private business 
at the necessary points to prevent disruption of markets and 
production would be a pretty good performance for a single 
vear. his would give us at the minimum a two-year time 
table for balancing the Federal budget—that is, fiscal 52. But 
we would have to start now, have a time table we take seri- 
ously, and do a lot of vigorous and skillful private enterprising 
clear down to the little company and the local community. 
Here is a task in which local Chambers of Commerce under 
wase leadership trom the national Chamber may well take a 
mayor part. 

In fact, a pretty good estimate of whether we are or are not 
going to win the Battle of the Budget Bulge can be made by 
ascertaining how sincerely the central and local chambers here 
represented really want to win it and can be counted on to 
do their part in winning it. Success will call for intelligent and 
courageous leadership and for voluntary cooperation all down 
the line. Your GGHQO made a truly admirable start. When 
the first honest-to-goodness economy drive was put on by 
Secretary Johnson in the Defense Department under the spe- 
cific direction of the President, the United States Chamber of 
Commerce gave full acceptance and support. President Her- 
man Steinkraus wrote to Secretarv Johnson: 





On behalf of this organization and its underlying member- 
ship of 2500 chambers of commerce and 500 trade associa- 
tions, | wish to extend to you our sincerest congratulations and 
appreciation of the courageous and patriotic action you are tak- 
ing in making substantial savings for the taxpayers of this 
country. 

We, therefore, support your action and are advising the 
many thousands of our members in our underlying member- 
ship of 1,300,000 who are engaged in every phase of business 
and industry, to support your stand in their respective 
communities. ; 

Mr. Steinkraus then sent a letter to the 2500 chambers all 
over the country, saying in essence: “ You have been asking 
for economy. Well, here it is. Don’t foul it up. Don’t come 
to Washington or wire or telephone trying to get your com- 
munity exempted from cuts which have been carefully consid- 
ered in relation to the whole picture.”’ But even better than this 
negative counsel to local chambers, he gave a positive admo- 
nition. He said: “Do get busy studying in advance just what 
cuts will be made in your community and how many people 
of what kinds will be disemployed in the process. ‘Then: imme- 
diately bestir yourselves to see that these people are moved 
into productive jobs elsewhere.” 

I know of at least one State Chamber of Commerce that 
vigorously reinforced the stand of the national chamber. Presi- 
dent Weaver of Ohio wrote Secretary Johnson: 

Objections to your reduction order . . . from some organi- 
zations in local areas where the temporary decline in private 
business and employment would have its first impact... should 
not be interpreted as representing the views of business gen- 
erally. It is our best judgment that the great benefits to our 
economy which would flow from the establishment of a well- 
ordered fiscal program to which your order points the way, 
far outweigh and temporary local dislocations which may 
arise . . . Our Board of Directors, representing the entire 
membership of this organization, warmly welcomes this evi- 
dence of governmental economy and ventures the hope that it 
will be equaled or surpassed in scope by subsequent reductions 
in other Federal departments.” , 

Furthermore, the Ohio Chamber wrote its members urging 
them to see that private jobs were planned in advance to’ 
take up any unemployment. If that sort of constructive pri- 
vate business leadership is followed generally, I believe we 
can get from the situation of deficit in a time of prosperity 
to a sound fiscal situation within a reasonable time, and with 
production and employment maintained at a high level. 

Recent developments, however, do not look too good. I 
have been travelling up and down the country making speeches 
and hearing a lot of business talk. In southern California, they 
tell me local business interests are plugging hard to keep hos- 
pital building at the highest point even if there are no patients 
for the beds or doctors for the patients. In northern California, 
they tell me there is determined resistance to any cut at Mare 
Island, however redundant or obsolete the shore installations. 
In Texas, they say: Our people are invoking all their politi- 
cal strength to prevent any drying up of the Federal largesse 
we became accustomed to during World War II. 

I was encouraged, even thrilled, when I read Senator 
Douglas’ historic statement that ““To be a liberal, you do not 
have to be a wastrel!” I was greatly impressed as he went on 
to elaborate the practical details of his economy program. 
But | am not so happy as when I read in the current number 
of a leading news weekly of how this Colonel of Marines has 
fared in his sortie in the Battle of the Bulge. 

Last week a former college professor who thinks it might 
be a good idea to balance the Federal budget had the Senate 
rocking with laughter. Democratic Sen. Paul H. Douglas of 
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Illinois was deadly serious about it, too, which made him 
all the more comical. Up for consideration was a $1,565,000,- 
000 rivers and harbors authorization bill. Rivers and harbors 
bill traditionally are pork-barrel bills ; senators and representa- 
tives toss in projects without even bothering to explain why 
they conceivably might be necessary. The whole principle is: 
“Don’t ask questions. You vote for my project, and I'll vote 


” 


for yours. 

Douglas . . . introduced twenty amendments that would 
have chopped the bill down to about $700,000,0000, carefully 
explaining why each project he wanted to kill, including two 
in his own state, would be a waste of money. Each amend- 
ment was greeted with raucous laughter. Each was howled 
down, and some of the loudest shouts were from those Re- 
publicans and Southern Democrats who moan most about 
economy between appropriations bills... 

While the Senate was laughing at Douglas, the House also 
demonstrated that in Congress economy is a word that rhymes 
with hypocrisy. The Republicans had promised to pare appro- 
priations by $1,000,000,000, but after a few test amendments 





party leaders became aware they couldn’t even keep their 
own members in line for the cuts, much less pick up any 
appreciable number of Democratic votes, so they dropped the 
whole idea... 

The Federal deficit this year and next will be much bigger 
than anyone expected. Originally the 1950 deficit was esti- 
mated at $5,500,000,000, but Treasury receipts have fallen off 
and, even if appropriations don’t exceed the President’s re- 
quests, the government actually will find itself $6,700,000,000 
in the red. The decrease in receipts similarly makes the 1951 
deficit likely to reach at least $7,300,000,000 instead of the 
anticipated $5,100,000,000. Actually the situation may be 
much worse, for Congress not only has shown no disposition to 
cut appropriations, it actually is talking of raising them. 

As I said before, no strategy will win the campaign for 
national solvency if there is a lack of economic morale among 
the troops. If I were sitting in the Kremlin, I think that I 
would be quite complacent as I viewed the progress of the 
Battle of the Budget Bulge. Sitting in Washington, I am 
deeply concerned. 


Detour Ahead 


“WE ARE ALL RIDING IN THE SAME MACHINE” 
By BENJAMIN F. FAIRLESS, President, United States Steel Corporation, Pittsburgh, Pa. 


Delivered before the Baltimore Association of Commerce, Baltimore, Maryland, A pril 21,1950 


ENTLEMEN, I am about to deliver a critical speech, 
and at the outset I want to make it clear that | am 
neither attacking nor defending either political party 

as such. Neither am I attacking nor defending any individual 
or individuals of either political party. I am, however, attack- 
ing anyone who, in my opinion, is attempting to destroy the 
free competitive American industrial system which has made 
our country the greatest on earth. | offer this statement for 
clarification purposes only and it is not in any way to be 
construed as an apology for what I am about to say. 

This visit to the Free State of Maryland is a pleasure 
which I have been promising myself for a long time. In fact, 
I had planned to be with you months ago, but unfortunately 
I hit a detour and wound up in a notorious suburb of yours, 
over near Bladensburg—a place called Washington, I believe. 

I guess that’s what always happens to people these days 
when they start heading for a free state. Some traffic cop 
shunts them off on a rough and bumpy road they did not want 
to travel, and they end up at an unhappy destination they 
never wanted to reach at all. 

It is about detours that I want to talk to you today—and 
about Washington. I had expected, of course, to talk about the 
steel business, and some day I hope to get back to Pittsburgh 
long enough to find out what’s happened to it. But during 
the past few months, I have been specializing in our National 
Capital, and our Natioanl Capital has certainly been spe- 
cializing in me. Up to now, as you know, I’ve spent most of 
my time in O’Mahoney’s dog-house; but next week I move 
to Emanuel’s cellar. 

So it is a pleasant relief indeed to escape for a few hours 
and to enjoy your hospitality here in Baltimore. 

I have already spent a most interesting morning. Mr. 
Charles E. McManus took me over to the Crown Cork and 
Seal Company to see the fine new cold-reducing mill they have 
installed there. To me there is something really beautiful 
about machines like that. They have majesty, dignity and 


grace of motion; and I never cease to be fascinated by the 
miracles they perform. 

The magician who first produced a live rabbit from a silk 
hat had a great deal of ingenuity and skill, and people of every 
age still marvel at the trick; but to me it is not nearly as 
mystifying or as breath-taking as the process by which modern 
American industry produces even such seemingly simple things 
as bottle caps. 

My visit to this plant today, however, was not merely a 
pleasure; it was definitely a matter of business as well—not 
that I am thinking of going into the bottle-closing business ; 
and not that Crown is a customer of ours, either. They are 
not. They buy their steel from one of our rivals. I hate to 
say that, because I know what a shock it will be to some of 
our Washington critics who insist that there is no competition 
in the steel industry. Apparently they never heard of Bethle- 
hem—or a couple of hundred other competitors of ours who 
are doing very nicely, thank you. You know, sometimes I 
wish these critics could join our sales force for a few weeks 
and try to sell a little steel. I think they would find out for 
themselves what competition really is. 

When I say that my visit was a matter of business, I mean 
that I think it is part of my job—and the biggest part of my 
job, perhaps—to know how American industry produces and 
engineers the millions of intricate things that it turns out— 
to study the ingenious processes that it has devised and to see 
how it meets and solves the hundreds of operating problems 
that it has to face. 

I do not believe that any man who has not seen these things 
for himself can hope to understand our American industrial 
machine. I do not see how he can hope to discuss our American 
enterprise system intelligently, factually, or even honestly. 

If you happen to detect a note of feeling in my voice as | 
say that, it is because of my recent experiences in Washington. 
From the time it was organized fifty years ago, U. S. Steel 
has been subjected to almost constant investigation by various 
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agencies of the Government and for the past ten years and 
more, I myself, have been on the business end of most of these 
investigations. Gentlemen, I have been through so many 
Congressional inquisitions that no self-respecting skeleton 
would hide in my closet on a bet. 

So far this year, Senator O’ Mahoney has already had me 
on the griddle once, and Congressman Celler starts dissecting 
me next week. After that, O’ Mahoney wants me back again, 
it seems; and Representative Macy is proposing that I become 
the permanent victim of a continuing investigation. | shall 
never know why. 

What with the T.N.E.C. report, the voluminous records 
which we file regularly with various Government agencies, 
the frequent Congressional inquiries we have faced, the pro- 
ceedings before the Federal Trade Commission, and the evi- 
dence we have presented in numerous court actions, I don’t 
suppose there is a single statistic about United States Steel 
which could possibly be of any real interest or significance to 
anyone, that is not already a matter of public record. And yet 
to this day, most of our inquisitors remain blissfully ignorant 
of the most important fact of all—how steel is made. 


Among all the members of all the public bodies we have 
faced in the past dozen years, I don’t suppose that more than 
two or three, at the outside, have even been inside a steel plant, 
or have ever seen for themselves what a gigantic operation 
steel-making is. Yet, until he has seen these things for himself, 
| do not believe that anyone has any right to tell anybody how 
big a steel company should be; for any views he may hold on 
the subject can hardly be regarded as the reasoned opinion of 
a qualified and competent authority. 

During the hearings next week, I intend to invite Mr. 
Celler and the members of his committee to visit our steel 
plants. | hope most earnestly that they will accept that invita- 
tion; for, by doing so, I believe they could add richly to public 
knowledge and public understanding of this whole contro- 
versial issue of “bigness.” 

I am aware, however, that such action by them would con- 
stitute a radical departure from established Congressional 
practice as | have seen it. So far as | can discover from personal 
experience, Congressional investigations of businessmen follow 
a standardized pattern that has not been in vogue in America 
since the old days of the western frontier, when the estab- 
lished procedure was to shoot first and ask questions after- 
W ards. 


Nowadays, the Chairman sends you a letter “inviting” you 
to appear betore his committee on a certain date. Then he 
starts issuing a barrage of statements to the newspapers telling 
the world what a dangerous and nefarious character you are. 
When you no longer have a friend left in the world, the hear- 
ing begins, and the Chairman starts out by reading a statement 
in which he finds you guilty and pronounces sentence upon you. 
lhen he announces that the committee will proceed to a full 
and “impartial” investigation of the facts, which seems to be 
a great waste of everybody's time, because when the evidence 
has been fully presented, the Chairman ignores it completely, 
Writes a report setting forth all of his preconceived notions, 
and quotes at length from his opening statement to prove he 
was right all the time. 

‘Throughout the proceedings, of course, there is a great deal 
of talk about the “public interest,” but I cannot help wonder- 
ing what “public interest’ a committee is serving when it con- 
ceals, distorts, and openly mis-states the facts—the basic, all- 
important facts—which the American people must have if they 
are to plan their economic future intelligently and wisely. 

Now, gentlemen, I am not an alarmist. I don’t run around 
erying “wolf.” I never see bogeys under the bed—and seldom 





see them on a golf course, these days. But I am gravely and 
sincerely disturbed by what I have seen in Washington. 

In my opinion, our American economic system is in deadlier 
peril today than it has ever been in my lifetime. I say that 
knowing that it has always defended itself successfully against 
its enemies abroad; but I honestly do not know how it can be 
protected against its self-styled “friends” in Washington who 
would literally hack it to death on the pretext of saving its 
immortal soul. I am convinced that if these misguided planners 
and politically-ambitious office-holders have their way, three 
of our most precious liberties—freedom of opportunity, free- 
dom of initiative, and freedom of enterprise, will vanish from 
this earth. 

I have always had great faith in the plain, cracker-barrel, 
common-sense of the American people, and so long as they are 
permitted to know the facts, I have no fear that they will ever 
allow their economic system to be engulfed by foreign “‘isms” 
and ideologies. 

I do not fear Communism because every passing day proves 
its utter failure. The American people know that if Com- 
munism were really working successfully there would be no 
need for police state oppression, phony trials and slave labor 
camps behind the iron curtain. 

I do not fear Fascism because it has killed the three great 
nations which adopted it. The American people want no part 
of any economic system that feeds only upon war and conquest. 

I do not fear outright Socialism because, in Europe today, 
Socialism itself is living on the dole, and America is the only 
country on earth that is able to foot the bill for it. No Ameri- 
can taxpayer is likely to fall for that kind of an economic 
system, at least until he has found some other nation that is 
rich enough and generous enough to indulge him in his folly. 

But when somebody in Washington starts telling me how 
much he loves the Free Enterprise system and how he proposes 
to save it from itself, | shake in my very shoes. 1 wonder why 
it is that these self-appointed saviours of our national welfare 
always seem to miss the point—the one magnificent lesson that 
should be apparent to anyone who looks about him at the 
world today. 

The point is, gentlemen, that our American system of Free 
Competitive Enterprise is the only one left in the world that 
is NOT controlled by power-hungry politicians ; and whether 
you call it the Square Deal, the Fair Deal, the New Deal or 
just plain Federal Regulation, the fact remains that once the 
dead hand of politics gets its cénvulsive grip on American busi- 
ness and industry, free competition will be strangled, and our 
economic system will be no different—and no more successful 
—than those noble experiments which are crumbling into dust 
in Europe. 

Of one thing, I am convinced. The American people will 
never knowingly travel that foreign road to economic disaster. 
They have built the most magnificent industrial machine this 
world has ever seen and they are certainly not going to wreck 
it that way as long as the road itself is clearly marked by sign- 
posts which honestly reveal its destination. 

But in Washington today there are theorists and bureaucrats 
and economists and Congressmen who are switching the signs. 
They are trying to take down all the honest guideposts and 
put up others reading: ““Detour—to Utopia.” 

To my way of thinking, gentlemen, that is nothing less than 
economic murder; and it is hard for me to believe that all of 
these signpost-jugglers are so innocent and so credulous that 
they can sincerely suppose they are pointing the way to 
salvation. 

We are all riding in the same machine, and we are all 
go'ng to end up in the same place whether we like it or not. 
So I think it might be wise indeed to examine the signposts 











Benjamin F. Fairless 





531 





closely. Now it seems to me that the most dangerous deception 
which has been practiced upon us is the fallacy that our whole 
economy can be divided into two parts labelled “big” and 
“little” business. This deception has been used so long and 
has become so familiar to us that we have begun to accept it, 
unthinkingly, and without question. Because some statistician 
has arbitrarily drawn an entirely imaginary line between com- 
panies employing more or less than 500 persons, we argue 
about big business and little business as though they were two 
hostile armies warring against each other. And so we fall into 
the trap that Washington has set for us, by creating class dis- 
tinction in the industrial world. 

How silly that concept is, if we stop to analyze it. There 
are 4,000,000 individual business units in this country and 
they are all part and parcel of one great industrial machine. 
They are very much like the parts of that cold reducing mill 
I was watching this morning. Some of them were big and some 
of them were little. There were tiny electric contacts and 
huge steel rolls that weighed several tons each. Some parts ran 
at high speed, while others ran slower; but all of them were 
intricately fitted together, and each had a particular job to do. 
So this mechanical giant went grinding along, rolling the hard, 
tough steel into strips, as smoothly and as easily as Grand- 
mother used to roll pie crust. 

But of what use would that machine be to anybody if our 
Washington theorists once went to work on it? Our econo- 
mists would cut it up into half-a-dozen pieces because it is so 
big. Our statisticians would sort out all the parts into neat 
piles according to size. Some members of Congress would pass 
a law decreeing that all the parts must be the same size, or 
that all must run at exactly the same speed. And in the end, 
there would be no machine at all. All the parts—the big 
parts and the little parts—would be junk. 

So before the jugglers start taking our American industrial 
machine apart, there is one simple question I want to address 
to them. I just want to know who is going to put Humpty- 
Dumpty together again. 

Of course, no one ought to understand all of this better than 
our Government because never, probably has the complete 
interdependence of so-called “big” and “little” business been 
as clearly demonstrated as it was during the recent war when 
this great industrial machine of ours shattered all records, 
and when every part and gear and piston in it was running at 
break-neck speed. 

That was the first time our jugglers had ever had any real 
opportunity to put their theories to the test and to try to drive 
the wedge of class distinction into the machinery. They did 
their best. 

They persuaded Congress to set up a special agency whose 
job it was to funnel war contracts into the hands of “small 
business.” On many items, the Army and Navy agreed to pay 
small businessmen as much as 15 per cent more than they paid 
“big business” for the same work. And some Government 
planners so far forgot themselves as to look with favor upon 
the idea of a merger. Heresy of heresies! They proposed to 
consolidate the efforts of all the small machine shops in an 
entire region in the hope of creating an industrial establish- 
ment big enough to handle large prime contracts. 

So what happened ? 

You gentlemen know the answer as well as I do. When the 
shooting was over, we found that in spite of all the futile 
efforts of all the theorists in Washington, 75 per cent of the 
prime contracts had gone—of necessity—to the 100 largest 
manufacturing companies in the land. 

The theorists were terribly unhappy about it, of course, and 
great were their lamentations. They could only see it one way, 
and without bothering even to consult the facts, they jumped 





despondently to the conclusion that the big had gotten richer 
and the small had gotten poorer. 

They were wrong. 

Over in the Department of Commerce and in the Federal 
Reserve Board, research experts went quietly to work with 
their calculating machines and came up with some amazing 
facts. 

It was true, they found, that “big business” had been handed 
the lion’s share of the war contracts; but it was small business 
that ended up by scoring the greatest increase in sales, in 
profits, and in assets. Small business had gained in size and it 
had gained in wealth at a vastly greater rate than the so-called 
industrial giants. 

The explanation, of course, was all very simple. Big business 
had merely succeeded in doing what the Government had 
failed to do. It had loaded up small business with contracts— 
just as it always does, in peace or in war. 

It did the biggest jobs on its big machines in its own big 
plants; but it sub-contracted the other jobs that could be done 
on smaller machines in smaller plants. It took a big company 
to deliver a finished B-29, but it took hundreds of companies 
of every conceivable size to make it—to make all the parts and 
materials that went into it. Which of these companies did the 
most important part of the job? ... The big ones? ... The 
little ones? Gentlemen, you might as well ask which soldier 
won the war. 

So let us beware of the dangerous and deceptive signpost 
that would send big and little business down two separate 
and divergent roads. It is just as dishonest as the second of 
these fatal frauds that the jugglers would perpetrate upon 
us—the one they call “monopoly.” 

Now “monopoly” is a common, and highly-unsavory word 
that all of us understand. Properly employed, it is a useful 
noun meaning the exact opposite of competition; but our jug- 
glers do not use it as a noun—they use it as an epithet which 
they hurl freely and with great abandon at any large and suc- 
cessful enterprise on which they may hope to move in. 

With impeccable logic, they declare that it is the inalienable 
right of any man to try to establish himself in any business he 
wants—even the steel business. 

And that is undeniably true. 

But then, with fallacious cunning, they insist that he can’t 
go into the steel business because “the monopoly” won’t let 
him. 

And that is utterly, completely, absolutely and ridiculously 
false. 

What is this “monopoly power” that big business is sup- 
posed to possess? What power does United States Steel have, 
for example, to prevent some intrepid small businessman from 
setting up shop in the steel business? How could we go about 
it? What could we do? 

Those are questions which our Washington critics, I notice, 
conveniently ignore ; and until somebody answers them for me, 
I frankly confess that I haven’t the slightest idea how I can 
keep any would-be competitor out of the field. I know of no 
way to keep him from getting the raw materials he will need 
or from buying the furnaces, mills and plants he must have. 
And if he can beat us out on quality, price, or service, | know 
of no power whatever that can keep him from taking our 
customers away from us. 

No, gentlemen, it isn’t “monopoly power” that keeps any 
small businessman from making steel today. It is simply a 
little matter of money. 

A blast furnace alone will cost him about $12 millions, and 
when he gets his coke ovens, open hearths, his mills, his power 
and fuel lines and all his auxiliary equipment, he might start 
turning out hot-rolled bars for an investment of $50 millions 
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or so. If he wants to make light plates and cold-reduced sheets, 
his plant will cost him something over $200 millions at today’s 
prices, 

And if any businessman has that kind of money, there is 
nothing “small” about him—not in my book, at least, for he 
would be one of the world’s richest men, and his business 
would be one of the very largest manufacturing companies in 
the United States. 

Even a large new corporation, with plenty of capital behind 
it, might hesitate prudently before venturing into the business 
of making steel—not because “monopoly” exists in the indus- 
try, but for exactly the opposite reason—because of the com- 
petition which prevails in it today. 

In the face of this competition, any newcomer would be at 
a great disadvantage, because his plant and equipment would 
cost him from two to three times as much as his competitors 
had to pay for the same facilities ten years ago—before a quar- 
ter-trillion dollar national debt, and a governmental weakness 
for deficit spending, transformed the almighty dollar into the 
not-so-almighty sixty-cent piece. 

But just because a small businessman may not be able to go 
into the business of making steel, that does not mean that he 
cannot go into the steel business. Not at all. He can set him- 
self up in the business of fabricating steel whenever and wher- 
ver he wishes, and for a relatively small capital investment, 
e can turn out any one or more among thousands of useful, 
tleable, profitable products. 

Sometimes I think our Washington theorists ought to turn 
back to their own governmental records and find out what has 
been happening in the steel industry during the past 
eneration. Thirty-three years ago, it is true, there were nearly 
twice as many establishments making steel as there are now, 
but their product was so crude by comparison with today’s 
steels, that the opportunities for fabricating it were limited. 
‘Today fewer companies make the steel, but 12,000 more estab- 
lishments are able to fabricate it. For every steel-making com- 
pany that has disappeared, sixty new metal-fabricating plants 
have been successfully established. And for every wage earner 
who had a job in the industry thirty-three years ago, three are 
employed today. 

Now, is that bad? Is that “monopoly ?” 

Well, let’s look at another trick word the jugglers have 
been palming off on us—‘‘giantism.” It’s a beauty. It’s ef- 
fective. Nobody loves a giant, and why should they ? From the 
earliest days of our childhood we have thought of giants as 
monstrous, wicked, bloodthirsty creatures. So, naturally, a 
giant corporation must be evil. It’s all very simple; but what 
ire the facts? How many big companies are there? 

According to the Government’s latest count there are nearly 
7,500 of them in America today. A century ago there were 
none. But wait a minute! For every single company that has 
grown big in this country during the past hundred years, 440 
healthy new enterprises have been born. And, gentlemen: That 
don’t just happen. The truth is that had it not been for the 
fact that there are giants, most of these small establishments 
could never have existed at all, and could not, today, survive. 

No, there is nothing sinful about size, and there should be 
nothing unlawful about it either. 

The size of any company depends, in the first instance, 
upon the product which it intends to manufacture—upon the 
amount of money it is going to take to buy the plants, ma- 
chines and tools that will be necessary to produce that product 
efficiently and competitively. From that point on, the growth 
of the company depends on its customers. If they like the 
product and want to buy more of it, the company will have 
to expand in order to meet their demands. If they don’t like 
the product there is no way on earth that the company can 
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force them to buy, no matter how big and how powerful it 
may be. 

That is why today’s giant must be useful, helpful, and 
necessary or he simply goes out of business because he failed 
to serve his customers to their satisfaction, and therefore failed 
to serve the public interest. 

So when our Washington theorists attempt to place an 
arbitrary limit on size, they are saying, in effect, that certain 
products shall not be manufactured at all—except, perhaps, 
by the Government. And when they try to put a limit on 
growth, they are denying to the American people the right 
to buy as much as they want of a particular company’s product. 

For my part, I don’t believe that the American people will 
ever stand for that kind of a restricted, second-class economy. 

Finally, there is one more treacherous signpost which we 
see everywhere these days and which menaces all of us far 
more seriously than many of us may suppose. The jugglers 
call it “concentration.” It is based on the fallacy that there 
is something evil and dangerous about the fact that four, or 
eight, or sixteen, or fifty companies, do forty or sixty or eighty 
per cent of the business in their particular industry. 

Well, of course they do—and they always will as long as 
free and honest competition exists in our American economy. 
In industry or in the field of sports, concentration is the result 
of competition. If the top teams in any baseball league don’t 
win the highest percentage of the games, how are they going 
to stay on top? And when the top companies in any industry 
win the highest percentage of the customers, they naturally 
are going to have the highest percentage of the business. 

Any time you see any league or any industry where every- 
body has come out even, you can be reasonably sure that some- 
how and somewhere the boys got together in the back room, 
plugged up the keyhole, and indulged in a little high-handed 
conspiracy, otherwise known as the “‘fix.’”” How else could it 
happen? 

That’s why there always is and always must be a certain 
amount of this so-called “concentration” in every American 
industry; but our inquisitors in Washington insist that “‘con- 
centration” is especially marked in the steel industry. And 
gentlemen, I want to take that one apart right here and now, 
because I think the facts will amaze you. 

In the first place, let me say that the steel industry has no 
special characteristics that could conceivably justify its classi- 
fication as a public utility, or that could possibly warrant this 
feverish desire on the part of our Washington Bureaucrats to 
subject it to Federal regulation. 

Now of course steel is vitally necessary to our people and 
our national economy. So are oil and coal and automobiles, 
and rubber and lumber and glass, and refrigerators and cook- 
stoves and radios. But certainly steel is no more necessary than 
clothing, and it is even less necessary than food. If the Wash- 
ington jugglers are going to regulate every product that is 
necessary to our national economy, then, gentlemen, they are 
going to regulate every single business in America. Including 
yours! 

And if they are going to break up every industry which is 
as highly “concentrated” as the steel industry, nearly half of 
the units in our American industrial machine will be torn 
apart. 

Yes. That is the exact, indisputable fact. 

The United States Census Bureau has recently completed 
its latest count of more than 400 American industries, and has 
reported on the degree of so-called “‘concentration” in each. 
And remember, I am speaking of entire industries—not indi- 
vidual companies. 

Now how many of these industries do you think are more 
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highly “concentrated” than the steel industry. Three? .. . 
Ten?... Fifty? 

Well, guess again. The Census Bureau’s own report on 
‘steel works and rolling mills” shows that this industry is not 
anywhere near the top at all. It is in the great middle, along 
with the great body of all American industries. In fact, it 
stands 174th on the list. So there are 173 entire industries 
which are more highly concentrated than steel. 

Now what are some of these industries where the “concen- 
tration of power” in the hands of the “big four” is so great 
as to menace our national welfare and to arrest the pursuit of 
happiness ? 

You'd never guess. 

There is the pretzel industry for one. Honestly, that’s right. 
I mean it. 

And there are the candle-makers too. 

Then there are straw hats, and streetcars, breakfast foods 
and chewing tobacco, wallpaper and cigar boxes, lead pencils 
and pianos. Then we have women’s neckwear and boys’ under- 
wear. And, oh yes—window shades and garters. 

Now if every one of these—plus 159 other industries—is 
more highly ‘‘concentrated” than steel, and if “concentration” 
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is really as wicked as our theorists tell us it is, I can’t for the 
life of me, understand why all these high-priced Congres- 
sional Committees are wasting their time on me. 

Seriously, gentlemen, make no mistake about it. U. S. Steel 
has been singled out as the target for this present attack on 
“bigness” —but only temporarily, and if our Washington jug- 
glers now succeed in placing U. S. Steel on trial before the 
court of public opinion, then they also will have managed to 
put every successful, growing business in America on trial 
beside it. 

So I wonder if it isn’t time to have an entirely new Con- 
gressional investigation—one that will hale before it all the 
other Government agencies and Congressional investigating 
committees which seem to be trying so desperately to destroy 
the finest and the only successful economic system that exists 
in the world today. 

I wonder if it isn’t time someone took these gentlemen aside 
and found out just what public interest they are serving— 
and why? 

In short, | wonder if it isn’t time to get back on our high- 
speed highway to progress and growth and production, before 
we get mired and lost forever on a detour to Utopia! 
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ET me say in the beginning that I count it a great 
privilege to have the opportunity to be here today and 
to take part in the final session of your Conference. 

Over the years I have had the experience of participating in 
many meetings such as this, and I have always come away 
with the feeling that only those who have missed such meet- 
ings can have any doubt about the future of our democratic 
liberties and institutions. The mere fact that you people 
have come from long distances to sit down for an extended 
period of discussion about vital problems in American Foreign 
Policy is in itself the best possible augury for our national 
future. Democracy is in danger only when people become 
apathetic, when they take on an attitude of hopelessness, and 
when they are willing, without question, to accept the dic- 
tates of a single leader or a leading clique. This has never 
been the spirit of America, and I hope it never will be. No 
one can ever over-value the basic importance of freedom of 
discussion on all questions affecting our national life. Democ- 
racy depends on it as the individual depends on the air which 
he breathes. 

Today, as never before in our history, Americans are 
deeply concerned about our foreign relations. This has not 
always been the case. A little over a half century ago, Ad- 
miral Mahan, in his essay on “The Interest of America in 
International Conditions,” told of a newly-elected member 
of Congress who was advised by a wise, elder colleague ‘‘to 
avoid service on a fancy committee like that of Foreign 
Affairs if he wished to retain his hold upon his constituents, 
because they cared nothing about international questions.” 
Such advice would be inconceivable today when issues of 
foreign policy dominate, in public interest, nearly all ques- 
tions of a purely domestic nature. 

The reasons for this great change in attitude are so obvi- 
ous that I will not take up your time with any extended 


discussion of them. No country in the history of the state 
system has ever changed its relationship to the outside world 
so quickly and so completely. Within the life-span of millions 
of Americans now living, our country has become trans- 
formed from an isolated state of middle size, on the peri- 
phery of world power, to the greatest world power of all 
time. Though a nostalgia for our earlier and simpler days 
clings to all of us, most of us have enough common sense 
to know that no amount of wishful thinking can ever turn 
the clock back. We have assumed our new foreign responsi- 
bilities with a reluctance which is obvious to all men of good 
faith everywhere, but we have assumed them because we 
have had no alternative. 

The consequence of this changed international position is 
that we have all become deeply concerned about foreign 
matters. For one thing, our new foreign policy is extremely 
expensive, even for a rich country. And it is right that we 
should want to scrutinize with care the expenditure of such 
vast sums for our military establishment and our foreign eco- 
nomic policy. But our interest is not merely in economy; it 
stems also from our knowledge that unless we spend these 
sums wisely, we may still have failed to provide adequately for 
that national security upon which our future existence must 
depend. We cannot whistle in the dark and disregard the 
gravity of the Soviet challenge which confronts us. We 
must, therefore, be sure that we are spending our money in 
those ways which will most efficiently contribute to our 
future security. The alternative might be disaster. 

Our present concern, however, is not limited to budgetary 
matters. It derives also from a widespread feeling that in 
many important respects our foreign policy has failed. The 
halls of Congress resound with criticisms of our foreign 
policy. Columnists and commentators, editorial writers and 
self-styled pundists, all join in a chorus of denunciation and 
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abuse. Critics point out the loss of Eastern Europe, the 
envgulfment of China, the persistent weakness of Western 
Europe, the dangers in Southeast Asia and the truly monu- 
mental chaos that exists in Germany. Little wonder that, in 
these circumstances, the State Department has become the 
object of sharp criticism, even from those individuals who 
have not seized upon this situation as a Heaven-sent oppor- 
tunity to advance their political fortunes irrespective of the 
ruin which they may bring to the reputations of honest and 
itriotic citizens. 

Now, in such a time of confusion when the complexities 
of our world situation seem almost more than we can cope 
with, when we are beset by manifold uncertainties and 
yenuine dangers, it is of the utmost importance that we do 
not lose sight of the forest for the trees. The present is not 
a time for panic or despair, not even for gloomy pessimism, 
but is a time when we must keep our heads, when we, as 
ordinary citizens, must face our problems cooly. Otherwise, 
we are playing directly into the hands of those who would 
destroy us. If we allow ourselves, through panic even un- 
wittingly, to act as pawns of the Kremlin, we shall deserve 
whatever fate may befall us in the future. 

But we can keep our heads only if we maintan a proper 
sense of perspective about our position in the world. We 
must have as clear a picture as possible of our capabilities as 
well as our shortcomings. And, above all, we must never 
lose sight of our basic national objectives in the field of 
gore ign policy. 
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A little later I shall list some of these objectives which 
seem to me most basic and fundamental. But before I do 
this | want to say just a few words about our capabilities 
and shortcomings in the formulation and execution of foreign 
policy. 

First of all, I would plead with you not to expect—or 
demand—the impossible. We Americans are an impatient 
people and we take it for granted that we shall be successful 
in all our undertakings. History offers good reason to justify 
this feeling. In a remarkably short span of time we have 
populated a continent and transformed a wilderness into 
the greatest and most advanced industrial power on earth. 
We have won all our wars. We have conquered all our 
vreat natural obstacles. We have built a civilization and a 
standard of living that is an object of envy and admiration 
for a large part of the peoples of the earth. 

But all these great successes have given us a habit of mind 
n which we expect all our experts to “deliver the goods” 
quickly and efficiently. We demand results, not excuses, and 
we feel that the size of an obstacle should be no more than 
an extra challenge to our ingenuity. We deny the existence 
oft the impossible. 

Now this attitude is a fine thing for building a dam or a 

ridge, but it can be very harmful in the field of foreign 
attairs. It leads us to demand simple answers when there 
are no simple answers. It leads us to demand speedy and 
obvious results when not even a ruler of all mankind could 
produce them. And, when these demanded results are not 
torthcoming, we alternate between fits of deepest gloom and 
periods of emotional release gained by frenzied abuse of our 
policy-makers. Unless we gain greater balance and perspec- 
tive in these foreign policy attitudes we shall certainly do 
ourselyes more harm than good, for we will make high 
public office so unattractive that no one but a martyr will 
accept it. If Mir. Acheson were less of a gentleman, he 
might have some pointed comments on this warning. 

What I am saving is that there is a distinction between 
serious and critical popular examination of foreign policy, 
and the irresponsible abuse to which some of our leading 


foreign policy makers have lately been subjected. The former 
is indispensable; the latter we could easily forego. We are 
scarcely fit for the responsibilities of democratic control of 
foregn policy if we must have the scalp of some scape-goat 
every time our demands are not answered by striking and 
swift success. 

This is by no means a plea that we should tolerate inepti- 
tude in public office. It is merely a plea for a maturity in 
approach when we undertake to pass judgment upon our 
policies, our organizations and our servants. And, above 
all, to you younger people, it is a special challenge because 
you have to consider your own future responsibilities as 
citizens, and, in many cases, I hope, you will hazard all the 
dangers and choose careers which will bring you in time to 
public policy-making responsibilities. 

For the past few minutes I have been talking about the 
need for greater stability and perspective in our judgments. 
If I seem to have overstressed this point, it is because I am 
deeply convinced that this lies at the basis of our future 
safety. Our present international situation is not a temporary 
one, produced by the effects of the war. It is not a momen- 
tary affair which we can solve and then turn back to “‘busi- 
ness as usual.’’ Our foreign involvement is permanent. The 
problems are persistent. And final solutions, if any, lie far 
beyond the horizons of time. 


II 


In this troubled world of the mid-twentieth century, what 
are the basic objectives of our foreign policy? Conceivably, 
many might be listed, but I will mention only two which 
seem to me to be the most fundamental of all. These are, 
first, the protection of our national security, and, second, the 
promotion of international peace. If these seem trite to you, 
they are trite only as are all fundamental truths. And it is 
well to recall them, even if only as criteria by which to 
measure our separate policies. 

The protection of national security involves two distinct 
lines of approach. The first, and the most obvious, is the 
assurance that everything possible has been done to pre- 
vent our country from being the victim of a successful mili- 
tary onslaught. The second derives from the realization 
that, in a broader sense, security means the assured main- 
tenance at home of the fundamental institutions and char- 
acteristics of our American way of life. We will have lost 
the basis of our security if, to prevent foreign attack, we 
destroy our way of life at home. Sych a game would not 
be worth the candle. 

Another consideration which relates to security must be 
the realization that we will certainly lose the fight if we 
rely solely upon the strengthening of our national establish- 
ment at home. Under no circumstances could we ever be 
genuinely secure as an island of freedom and democracy in 
a hostile world. Any attempt to do so would ultimately 
destroy our cherished institutions at home and expose us to 
eventual destruction from abroad. In other words, we can 
be safe at home only as we are confident that a large part 
of the outside world shares, or at least respects, our funda- 
mental way of life and, therefore, is unlikely to be drawn 
voluntarily into a power coalition which would destroy us. 
For us, national security at home begins abroad. This may 
not have been true in the past but it is certainly true for 
the future. 

We must also accept the fact that, today, we cannot 
guarantee our future national security merely by military 
means. The successful use of political devices and pro- 
cedures today is almost as important to our future as a great 
military establishment. I say this in no disparagement of 
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the military services because they have grasped this essen- 
tial element of the new security picture even faster than 
most civilians. Today, for.example, the Department of the 
Army has many high-ranking officers whose sole responsi- 
bility is to deal with political and psychological aspects of 
security. Much of the work of the National War College 
is in this field, and picked groups of the abler young ofh- 
cers are being detached from duty for long periods of ad- 
vanced study in international relations. Political security 
and military security now go hand in hand. Together, but 
only together, they will give us our maximum opportunity 
for future national security. 

Now, what shall we say of the objective of peace? Two 
brief comments are in order. First, we must not expect ever 
to achieve a peace in which all nations collaborate together 
in happy brotherhood. We are beginning to learn the hard 
lesson that there are real and fundamental differences in 
policy objectives even between nations whose interests are 
generally compatible. We are beginning to learn that other 
nations, even our friends, do not always accept our own 
generous estimate of the motives which prompt our policies. 
And we now realize that there may be no such thing for 
all nations as an underlying harmony of interests about 
which there was so much talk in the last century. Our 
future peace thus is not to be a peace characterized by all 
absence of bitter conflict. What we must strive for is that 
those conflicts shall be resolved by means short of force. 

My second point is that just as the peace we seek is not 
to be a peace of perfect harmony, so dear to our fuzzy- 
minded idealists, so it is not to be a peace which depends 
upon a universal regime of international law and order. 
We shall mislead ourselves tragically if we allow ourselves 
to be victimized by the glib and superficial notion that peace 
is only possible within the framework of a world state or 
world government. Some day it is quite possible that man- 
kind may centralize the functions of political authority to 
this extent, but this can only come after a long and slow 
period of development in which a sense of community, of 
commonality of interests has gradually created a sound social 
and political basis for such a structure. No amount of 
frenetic speech-making and organizational activity can pos- 
sibly do much to shorten this inevitable time-lag. All too 
little attention has been given to the dangers involved in a 
world state brought into being before civilization has evolved 
a proper basis for it. And we are farther away from having 
such a basis than we were fifty years ago. If we accept such 
glittering panaceas as the belief that a world organization 
capable of preventing war can now be created, we are pre- 
paring the way for our own destruction because we will 
allow ourselves to be led into a false estimate of the exist- 
ing situation and an undue disparagement of the organiza- 
tional developments by which we are trying to meet it. The 
peace of our time will be found, if at all, by patient build- 
ing and not by grandiose schemes of wish-fulfillment. 

If these are the two great objectives of our policy, what 
are the specific policies by which we may strive to attain 
them? First, as to national security, certain broad policy 
positions are fundamental. If it is true, as I suggested 
earlier, that security at home begins far from our shores, 
then it follows that no single power must be allowed to 
dominate the entire Eurasian continent, the “World Island” 
to which MacKinder so often referred. Any power which 
dominated this entire continent would inevitably, dominate 
most of Africa and the off-shore island groups in the At- 
lantic, Pacific and Indian oceans. Since the Soviet Union 
already controls the “heartland” of this vast land mass, cer- 
tain obvious conclusions may be drawn from our original 








premise. The first is that the British Isles and Western 
Europe are vital to our own national security vis-a-vis Rus- 
sia. If the Soviet forces should over-run Western Europe 
and seize control of the entire Atlantic Rimland, our own 
security position would become extremely precarious. We 
would not only have lost our natural foot-hold in Europe, 
we would also have lost the possible collaboration of 260 
million people whose interests naturally lie more with us 
than with the forces of Communist Russia. 

We are now engaged in a great effort to strengthen the 
economic institutions of these Rimland states, in the belief 
that by so doing we will assist the non-Communist groups 
to hold political power firmly in their hands. We are, more 
recently, committed to a program of military assistance to 
these states. Further, we have tried to build a sense of 
solidarity among them by encouraging measures of political 
and economic unification, and we have, in a sense, joined 
that community through the North Atlantic Pact. 

Let us not look too soon for brilliant successes on any of 
these three fronts of activity. It is true that the ECA has 
accomplished more than many persons thought possible in 
rehabilitating economic life in the Western states. But we 
shall be faced after 1952 with a serious “dollar gap” and, 
in my judgment, we have gone dangerously far in trying 
to tie continued American aid to European economic in- 
tegration. We shall not have a Europe which is politically 
or economically unified in 1952, and we shall not have a 
Europe which will be strong enough to dispense with fur- 
ther American assistance. We shall, however, have a Europe 
which will be infinitely stronger, politically and economi- 
cally, than if there had been no foreign aid program. 

If, in 1952, we should allow ourselves to be beguiled by 
an adroitly timed Soviet peace offensive and if we should 
suddenly cut off all aid to Europe, the results would be 
disastrous, not only to Europe, but to ourselves as well. 
Our long-run course must be to enable Europe to gain 
economic viability by being able to sell goods and services, 
and not by perpetual aid of a direct kind from us. And we 
must not so underestimate the strength of European na- 
tionalism that we expect and demand a faster trend toward 
western unity than is historically possible. 

Militarily, we will not be able to help Europe, in the 
near future, to become invulnerable to a possible Russian 
attack. Our hope must be that by improving the military 
position of these states we will bring about further improve- 
ment in their morale, and, also, that we will create a fur- 
ther deterrent to a possible Russian attack. 

In this military aid program, two things are important. 
First, we must not allow purely military considerations to 
lead us to support any substantial German rearmament. 
The consequences of such a step might well be fatal to all 
our Western European policy. Second, we must not allow 
these Western European peoples to believe that we look 
upon them merely as an outpost in a future conflict. What 
these war-weary men and women want, and need, is all 
possible assurance against another war, not a guarantee that 
we will liberate them from a future Soviet occupation. If 
we go on talking as if there were only two powers in the 
world that matter today, we shall reap a European harvest 
of indifference or even hostility which is not to our liking. 

Our second strategic conclusion is that, in addition to 
Western Europe, we must hold the Soviet influence out of 
the Middle East. Since the last war the Soviet Union has 


expanded its influence out in all directions from its frontiers. 
The region from Iran to Greece is a wedge of western in- 
We dare 
Here in this area where most 


fluence driven into that Soviet borderland zone. 
not allow it to be lost to us. 
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men are desperately poor, and where few have had experi- 
with political liberty or democratic institutions, our 
uence, to be successful in the long run, must have the 
of improving the welfare of the masses. Only by so 
an we build a dike against the infiltration of Soviet 
ganda. 

Third, we must do what we can to hold Soviet influence 
away from the Rimland of Southern Asia and the off-shore 
territories. Parenthetically, I do not believe that we have 
ered a great defeat in China through the stupidity or 
betrayal of our interests by our policy-makers. In the per- 


spective of history, it seems to me that some great Chinese 
revolutionary movement which, initially at least, would as- 
sume an anti-Western character, was almost inevitable. It 
may, in the long run, prove most harmful to our own in- 
terests, but I do not believe we could have prevented it 
from occurring. ‘The historical forces of nineteenth-century 
imperialism left the Western world with a bill of reckoning 
that had to be paid some day. What is unfortunate is that 


we, who had so small a part in it, should be so deeply in- 
volved in the time of reckoning. 

At home, we must protect our national security through 
two great lines of policy. First we must keep our own 
military establishment strong. The cost is staggering, but 
we have no alternative but to pay it. What we must do is 
to be sure that we lead the world in military and techno- 
logical research. Without that, we run the risk of prepar- 
ing ourselves at great cost to fight the kind of a war that 
will never be fought. 

Our second domestic policy must be to prevent a dis- 
astrous economic depression. Marxist doctrine counts heav- 
ily on an inevitable “boom and bust” sequence in a capitalist 


economy. If we allow this creed to be historically verified, 
our idealogical loss throughout the world will be irretriev- 
able. | realize that there are those who argue that continued 
economic stability in the United States may lead Soviet 


policy-makers to risk a conflict before the odds shift too 
unfavorably for them, but this seems to me to be a wholly 
defeatist. argument scarcely worthy of mention. On the 
contrary, continued economic stability and progress in this 
country is undoubtedly the greatest single assurance of world 
peace in the near future. 

‘We have now been talking for some time about policies 
to implement our objective of national security. There re- 
mains the objective of international peace. What can we 
do, in addition to the things we have mentioned, to work 
positively in this direction ? 

t and foremost, we ought to have a moratorium about 


talk concerning the inevitability of a war with the Soviet 
Union. Certainly, such a war is possible, and we should 
be prepared for it if it should come, but we should bear in 
mind that fatalistic talk about inevitability leads one to 
stop looking for means of adjustment. Such an attitude 
leads each opponent to refuse to give an inch to the other, 
lest some advantage be gained thereby. Each side tends to 
move into policy positions that are justified solely on the 


ground that war is inevitable. When those positions gradu- 


ally are taken, less and less room is left for peaceful ad- 
justment of even minor disputes, and war does become just 
that much more inevitable. Diplomatic negotiators must be 
patient, perennially optimistic and cool-headed. In a democ- 


the citizens behind their negotiators must be equally so. 


| am not for a moment advocating any fundamental com- 
promise or appeasement policy. I am saying that we must 
never allow 


racy, 


ourselves to overlook such opportunities for 
adjustment, even though minor in themselves, as may come 
in this connection, that we could 


Nor do I suggest. 


} 
aiong, 


solve anything today by a top-level meeting between Presi- 
dent Truman and Generalissimo Stalin. Such ideas are 
foolish and harmful. 

If, in looking for opportunities to harmonize and adjust 
our differences with Russia, we should accept the idea of a 
global division of authority and influence between these two 
great super-powers, we would do ourselves great harm. 
Such a policy would lead both parties to tighten their posi- 
tions by forcing everyone into a close dependent relationship 
with the master power. If we were unsuccessful, we would 
foster a natural resentment and disaffection. If we were 
successful, we would lessen the chances of world peace be- 
cause such a rigid polarization of world power would virtu- 
ally destroy opportunities for adjustment. If you will but 
read the history of the Balance of Power, you will realize 
how important it is to have a third force as a balancer. A 
global bi-polarity would prevent any such third force from 
developing. 

Incidentally, my own guess, for whatever it is worth, is 
that there is relatively little danger of war for the next few 
years. The cost of modern war is so staggering to contem- 
plate that realistic rulers, however ambitious for power they 
may be, will certainly choose to gain their ends peaceably 
if they can. And Russia’s post-war successes in foreign 
policy have been far from negligible. Knowing that the 
United States will not precipitate a preventive war, the 
Soviet leaders are not likely in the near future to abandon 
their present policy in favor of the hazards of a full-scale 
conflict with us. 

My second point is that we ought to concentrate our 
organizational efforts on doing all we can to make the UN 
work better within the framework of the present Charter. 
Our own impatience for a more peaceful world ought not 
blind us to the fact that during the last five years, for the 
first time in history, we have had a permanent political 
organization in which all the great powers are partici- 
pating. We ought, further, to remember what an advantage 
it is to us to have an organization in which Russia partici- 
pates at all, even though it be inadequately and obstruc- 
tively. The alternative of a more efficient UN without 
Russia would not be as valuable to our peace interests as a 
stumbling UN with Russia in it. 

And we should remember, in thinking about the UN, 
that it should not be judged by the standards we apply to 
a legislative body. It is a diplomatic and political organi- 
zation of sovereign states which must rely for progress upon 
negotiation to disclose any possible areas of agreement. It 
cannot force those areas of agreement into existence by vote- 
taking. In the field of peace, it will be most successful when 
fewest votes are taken. In this respect, I think American 
policy toward the role of the Security Council has been open 
to some criticism. 

I realize that these suggestions for a limited, piecemeal 
approach to thinking about peace may seem inadequate to 
you. If so, then I can only reply that, as I see it, we stand 
to lose more by concentrating upon grandiose schemes than 
upon minor, step-by-step gains. If, by- patience and good 
luck, we can move ahead, little by little, month by month, 
and year by year, toward an improvement in the general 
climate of world politics, I think we have our maximum 
chance of avoiding another major war. We are living in a 
dificult world and there is every prospect that it will con- 
tinue to be disturbingly complicated and dangerous. But by 
patience, coupled with strength, and by unceasingly pro- 
claiming to all mankind that our national interests are the 
interests of free men everywhere, we may yet win through 
to an enduring peace. 
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World Trade and a Stable World 


THE LIFE AND DEATH OF NATIONS 
By HERBERT V. PROCHNOW, Vice President, The First National Bank of Chicago, Illinois 
Delivered at the 5th Mississippi Valley World Trade Conference, New Orleans, Louisiana, April 20, 1950 


LL trade is simply an exchange of goods and services. 
There is no economic mysticism about the fact that 
both the buyer and seller profit in trade. In the 

United States, it is a basic part of our economic philosophy. 
Great material benefits result where trade is permitted to 
develop without crippling restrictions. The relatively un- 
hampered development of trade within the United States 
over the last 150 years into the vast, complex network it is 
today, has unquestionably been a major factor in giving our 
people the highest standard of living in the world. 

Sometimes, however, men find it difficult to apply this 
sound philosophy across national boundaries. It is often 
argued that only the seller gains, and thus it is better for a 
nation to sell more goods than it buys. This is strange 
reasoning, especially for Americans, who know at first hand 
the mutual benefits of trade. International trade is simply 
the exchange of goods and services between peoples in dif- 
ferent nations for their mutual gain. When international 
trade flourishes, it results in the efficient and sensible utiliza- 
tion of the resources of the world, and the energies, skills 
and imaginations of men everywhere. It helps to give the 
peoples of the world higher standards of living. It is a 
major influence for a stable and peaceful world. 

Our machine civilization is pushing its way irresistibly 
into every corner of the world. The hand spinning wheels 
of India cannot forever compete in the same world with the 
power looms of England and North Carolina. The political 
pattern of the world may be following two major designs, 
but the economic life of the world is being steadily woven 
into a single pattern. If there is any economic certainty in 
an uncertain world, it is the certainty that our vast machine 
civilization—with all its roar and rush—will lead to greater 
and greater world trade. Obstacles may be placed in its 
path; exchange regulations and tariff restrictions may ham- 
per the extension of a machine civilization temporarily; but 
the irresistible march of the automobile, tractor, airplane, 
railroad and every type of machine into the most isolated 
and sheltered parts of the world is historically inevitable. 
Unless we propose a major reorganization of America’s eco- 
nomic life and propose in the next few years to reduce our 
manufacturing plant, sharply curtail our agricultural indus- 
try, and decrease our railroad, airplane and ocean transpor- 
tation facilities, it is certain that our people will insist on 
developing still greater markets over the world. 

The economic importance of world trade can be drama- 
tically and practically illustrated by comparing the value of 
foreign trade to the national income of several nations. The 
United States, with a national income of $226 billion in 
1948, had total exports of about $12.7 billion. In other 
words, the export trade of the United States was equal to 
about six per cent of our national income. This figure is 
substantially higher in a number of nations, and explains the 
serious consideration attached to world trade in other parts 
of the world. For example, in Mexico in 1948 exports were 
equal to eleven per cent of the national income; in Great 
Britain and Denmark about 17 per cent; in the Netherlands 
21 per cent; in Australia 24 per cent; and in Canada 25 
per cent. In Belgium, where the economic life of the nation 





is inexorably tied to world trade, exports were equal to 
almost one third of the national income. 

It is difficult for us fully to comprehend the significance 
of world trade because of the tremendous output of our in- 
dustrial machine and the abundance of food, minerals, and 
natural resources within our boundaries. People living in 
other regions of the world, however, require no reorienta- 
tion, no new perspective to understand the importance of 
trade between nations, for their general welfare, as well as 
the food necessary to sustain life daily, is dependent upon 
the continued flow of commodities between them and other 
peoples. 

There is an almost irresistible temptation on an occasion 
of this kind to indulge simply in the easy retailing of plati- 
tudes regarding international trade, but in order that this 
discussion may not be mired in generalities we shall proceed 
directly to a practical consideration of current world trade 
problems. 

Great Britain, the greatest single trading nation in the 
world, is a classic example of a nation whose existence is 
largely dependent on world trade. About fifty million peo- 
ple, nearly one third the population of the United States, 
live within an area of 68,000 square miles, or approximately 
the area of the state of Missouri. With coal and iron ore 
the principal natural resources, Great Britain has been ob- 
liged to import annually twenty million tons of foodstuffs, 
or almost 40 per cent of the amount necessary to feed her 
millions of people, and vast amounts of raw materials for 
her processing industries. Two per cent of the population 
of the world living in Great Britain has accounted for about 
20 per cent of the trade of the entire world. Her per capita 
world trade has been roughly five times that of the United 
States. 

In contrast, the chief rural industries of Australia are 
sheepraising, dairying and wheat. One fourth of the world’s 
supply of wool is produced in Australia, and, together with 
wheat and wheat flour, accounts for 58 per cent of Aus- 
tralia’s total exports. 

Three fourths of the people of Brazil are directly engaged 
in agriculture, which is the basis of the economy, and ship- 
ments of agricultural products account for eighty per cent 
of her total exports. 

The Netherlands and Belgium are very similar to Great 
Britain with a high density of population whose livelihood 
in a large measure depends on foreign trade. Over half of 
Belgium’s grain requirements must be imported if the nation 
is to live. Almost three fourths of all the coarse grains the 
Netherlands uses must be imported for the nation to exist. 

The benefits resulting from world trade flowing in reg- 
ular channels are clearly apparent when one considers the 
alternative. The nations of the world would embark on 
programs of self-sufficiency. Barter agreements between na- 
tions would be written, and great cartels and state buying 
agencies would develop. Eventually, some states would hold 
others in virtual economic bondage. Then there would 


logically follow the socialization of industries, control over 
the disposition of output, restrictions, and finally regimenta- 
tion of the individual and the loss of personal freedom. The 
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distribution of the bounty of the world would be based on 
power politics, and the resulting illogical, inefficient, mal- 
distribution would breed unrest and dissatisfaction. Some of 
these evils are now apparent in the world with its present 
maladjusted world trade and currencies. Instability of world 
trade and the blocking of the channels of trade through 
which men and women satisfy their demands for goods and 
adequate standards of living, invariably bring intense eco- 
nomic pressures. Historically, when these economic pressures 
have become great, nations have engaged in what may prop- 
erly be called the mass cooperative suicide of war. 

In order to understand clearly the nature of the present 
unbalanced world trade problems, it is necessary to know 
precisely what has taken place. Up to World War I, the 
United States had comparatively large external obligations. 
During the same period, however, we had a favorable bal- 
ance of trade, i.e., our exports were greater than our im- 
ports. ‘hus, the excess of payments received for our exports 
over what was required to pay for our imports was used to 
pay the interest charges on our debts and to pay for shipping 
and other services. Whatever small balance finally remained 
was settled by means of gold shipments. 

Beginning with the war in Europe in 1914, however, a 
great demand for all kinds of merchandise was created, and 
the world turned to the United States for manufactured 
voods. ‘Thus stimulated, our exports rose from the $2 billion 
exported in 1914 to $844 billion exported in 1920, and we 
were able to retire most of our external debt. During this 
period, our imports, while increasing, did not increase as 
much as our exports, and the excess of exports over imports, 
or the so-called trade gap, increased from $324 million in 
1914 to $4,016 million in 1919. Shortly thereafter, we 
began to make loans abroad. The money borrowed from us 
in the 1920's was used largely to pay for goods purchased 
here, and our economy was stimulated and we prospered. 
It. was a short lived prosperity. We stopped our lending, 
and soon the proceeds of the loans were spent. The flow 
of gold to the United States in payment of our exports in- 
creased. From 1914 to 1920 our gold reserves increased 
100 per cent; from 1920 to 1930 they doubled again. The 
consequences were inevitable; nations gradually curtailed 
their imports from the United States. United States exports 
shrank from $8.2 billion in 1920 to $1.6 billion in 1932, 
while imports slumped from $5.2 billion to $1.3 billion. 
World trade was reduced to a trickle. 

In the middle thirties efforts were made to revive world 
trade through tariff adjustments. ‘Trade did increase, but 
exports trom the United States continued to exceed imports 
and the gap between exports and imports remained. Gold 
continued to come into the United States, our gold reserves 
increasing 400 per cent from 1930 to 1940, while the re- 
serves of the other nations of the world were running out. 
One by one they resorted to bartering as they did in primi- 
tive times. One by one they devalued their currencies as 
their gold reserves dwindled. By 1940, 65 to 70 per cent 
of the gold supply of the world was in the vaults of the 
United States. During this period, the nations of the world 
did not send us enough goods to pay for what we shipped 
them. Instead we took their gold and their promises to pay. 

During World War II, the trend was temporarily inter- 
rupted. We needed our goods and our productive equip- 
ment to produce war supplies. We also purchased substan- 
tial quantities of goods from a number of countries which 
enabled them partly to rebuild their gold reserves. During 
the war, the productive plant of many countries was de- 
stroved or damaged, and in others it wore out or became 
obsolete, and thus a great task of reconstruction and rehabili- 
tation was necessary when peace came. Stocks of raw mate- 





rials were needed, and, in addition, a tremendous pent-up 
demand for consumer goods had accrued. Consequently, with 
the productive capacity of many nations impaired, and with 
abnormal demands for capital and consumer goods, the for- 
eign trade of the United States following the war soared to 
all-time highs. In 1947, for example, exports reached a 
high of $14.5 billion, while imports reached $5.7 billion, 
and the world trade dollar deficit increased to the record 
of $9 billion dollars in 19++7 and $7.6 billion in 1948. In 
1949, the dollar gap was about $5% billion. Never before 
were the products of the United States in such demand. 
Never had the means to purchase them been so inadequate 
in relation to the demands. Great Britain, for example, had 
liquidated a large portion of her foreign investments, the 
income from which, together with that from other services, 
formerly paid for as much as 35 per cent of her total 
imports. After World War II the income from her invest- 
ments was sufficient to pay for only three per cent of Great 
Britain’s total imports, and her imports were 25 per cent 
less in physical volume than in pre-war years. 

The gold reserves which some nations accrued during the 
war were rapidly depleted as they bought goods from us. 
In 1947, therefore, almost $3 billion in gold came into the 
United States; in 1948, $2 billion; and in 1949, nearly a 
billion. The situation again became more critical as the 
gold reserves and dollar balances of the nations of the world 
continued to dwindle. 

The supply of dollars abroad is limited in general by what 
we buy from abroad. By and large, the only way nations 
abroad can buy from us an amount in excess of what they 
sell here is by means of credit or gifts from us. In the past 
thirty-five years, we have exported nearly $100 billion of 
goods and services in excess of what we bought or imported. 
Since 1910, we have made direct grants, credits or loans 
totalling about $75 billion under a number of arrangements, 
including Lend-Lease, U. N. R. R. A., the Anglo-American 
loan, and at present the E.C.A. which finances some thirty 
per cent of our exports. Despite this aid, the dollar reserves 
of Great Britain, although she achieved large production 
totals last year, proved insufficient, and she sold gold, caus- 
ing her reserves to shrink to such critical levels that she 
devalued the pound sterling in September 1949 in an effort 
to husband her dwindling balances. 

The dollar shortage has been a chronic problem. It has 
persisted despite the operation of factors which should have 
helped to correct the disequilibrium. To be specific, tariffs 
have been reduced in the United States to the lowest level 
in our history, while trade and exchange restrictions and 
controls abroad have increased and become widespread, 
which should have facilitated and encouraged exports to the 
United States and tended to decrease imports from the 
United States. Furthermore, the flow of gold into the 
United States. in recent years should have raised prices here 
and depressed them abroad, thereby tending to establish 
equilibrium in the balance of payments. In addition, wage 
rates have risen more rapidly and higher in the United 
states as compared to the rest of the world, and this too 
should have reduced the dollar deficit, but still it persists. 

The increase in the productivity of industry and Agricul- 
ture in the United States has been perhaps the major factor 
tending to outweigh or counter balance the operation of 
the factors mentioned above. It is estimated that for the 
economy as a whole, output per man hour in the United 
States from 1900-1940 doubled or more than doubled. In 
manufacturing, the increase was threefold. Between 1850 
and 1940 our working force increased six and one half 
times but our machine power increased 250 times. Sumner 
Slichter, commenting on the American economy recently, 
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noted that it is “The most productive in the world. With 
about six per cent of the world’s population, and an even 
smaller percentage of the world’s labor force, the United 
States produces well over one-third of the world’s goods.” 
The relative mobility of labor and capital in the United 
States as compared. to its relative immobility in other na- 
tions, as well as the knowledge of the mass production tech- 
nique have played major roles in this achievement and have 
had a large part in giving us the serious problem of the 
dollar gap. European productivity has shown a remarkable 
increase since the close of World War II. However, the 
same may be said of the increase of American production. 
There is no reason to expect that the dollar gap will be 
closed in the next few years because European productivity 
increases while American production stands still or declines. 

Much of the trade between nations has been possible only 
because of credits and grants from the United States. Pres- 
ently, the United States provides 35 per cent of the exports. 
of the world, and in return receives 11 per cent of the total 
imports. This disequilibrium is in many respects the crux 
of the economic problems of the world and, incidentally, it 
is costing American taxpayers ten million dollars a day 
because of our gifts of goods. 

In the months immediately ahead this critical problem of 
closing the dollar gap may become one of the most important 
and challenging problems to confront the American people. 
It is a matter of vital importance to world stability, but the 
various methods available to solve the problem all have some 
undesirable aspects. 

Our present policy requires levying taxes on our people 
to loan or give funds to foreign countries whose gold and 
dollar balances are insufficient to pay for the goods and 
services we sell them. If we could receive finished goods, 
raw materials and services in full payment for our exports, 
we could replace the manpower, resources and capital equip- 
ment consumed in our exports. But even if it were possible 
to balance our foreign trade, we have over many years 
seemingly preferred a so-called favorable balance of trade 
in which our «ports exceed our imports. This philosophy 
is apparently deeply ingrained in our thinking, and it is 
very doubtful whether our people will readily change their 
viewpoint in this matter. We continue to cultivate the 
comfortable feeling that a nation’s international welfare is 
reflected in selling more than it buys. The maintenance of 
this belief may require making E.C.A. or some form of 
foreign aid a more or less permanently recurring part of 
the Federal budget. 

There are some who may favor meeting this problem 
by eliminating all foreign aid and shrinking world trade 
accordingly. With a large Federal budget and debt, the 
need for economy in American expenditures is great. The 
obvious and first effect of the withdrawal of United States 
dollar aid to foreign nations (entirely aside from any ques- 
tion of strengthening certain nations against Communism), 
would be a reduction of about thirty per cent in the volume 
of goods which could be purchased from us by foreigners. 
Our exports of goods and services in the last three years 
alone have totalled almost $49 billion. The ultimate effect 
of the resulting decrease in various types of industrial activ- 
ity is difficult to forecast. But the reduction in exports 
would be reflected in declines in income and employment in 
a number of fields. The significance of such a reduction in 
trade in some industries can be more easily grasped when 
we realize, for example, that in recent years we have ex- 
ported over 30 per cent of our cotton production, and over 
25 per cent of our tobacco. Wheat, rice, apples, dried fruits 
and citrus exports are of major significance. Farm exports 
of about three and a half billion dollars are equal to approxi- 
mately ten per cent of our national gross farm income. Wide 








agricultural areas would be adversely affected. Approxi- 
mately six per cent of our gross national production goes 
into export channels. If we applied the six per cent figure 
to our employed population, it would mean a minimum of 
3,600,000 persons engaged in export trade, and the number 
is in all probability larger. Some major industrial corpora- 
tions employing large numbers of persons have ten to twenty- 
five per cent of their total volume in foreign sales. In the 
forty year period, 1900-1939, we exported over 57 per cent 
of our cotton, 35 per cent of our tobacco, 18 per cent of 
our rice, seven per cent of our pork and 29 per cent of our 
lard annually on the average. We export substantial quanti- 
ties of industrial machinery and implements, motor trucks, 
industrial heating and other equipment, and automotive and 
machine parts. It is possible that a 30 per cent decline in 
exports would result in a proposal—from those whose liveli- 
hood in many industries would thus be adversely affected— 
for subsidies to some industries. A program of this kind 
might bring requests for the support of prices and might 
involve government purchases of surpluses, formerly ex- 
ported. This program for meeting the problem of obtaining 
a balance in foreign trade would be the E.C.A. in reverse. 
Instead of the foreign countries receiving dollar aid through 
E.C.A. to buy here, American industry would directly re- 
ceive a subsidy presumably (a) for not producing and for 
the loss of exports, or (b) as the result of the government 
purchasing surplus goods and crops produced. 

A third proposal for handling this problem would provide 
for the continuance of foreign aid but on a steadily decreas- 
ing basis. It is suggested that after intensive surveys and 
economic studies, the United States ought to assist those 
countries with dollar deficits to develop resources and in- 
dustries so that they may eventually become less dependent 
on needs from abroad, but even more important, so that 
they may produce export surpluses. Then the advocates of 
this proposal believe we ought to proceed, together with the 
cooperation of other nations, with a concentrated effort to 
give encouragement to the importation and utilization of 
these products in the United States and other nations. This 
might mean tariff reductions on some products, but it is 
argued this is a necessary price for world stability. Busi- 
nesses which would suffer would be afforded some temporary 
relief until readjustments could be made. It is held that if 
a further reduction in tariffs is essential to world stability 
and peace and to the continuing over-all economic growth 
and development of the United States, then some individual 
industries that suffer for this policy should be given tem- 
porary assistance. 

International investment is another possible method of 
correcting the present world trade unbalance. ‘There are 
many difficult problems in connection with this proposal. 
Private investment will only be made on a large scale abroad 
if it finds equal or greater advantages in such investment 
than it finds here. Private American investment might be 
made in world areas where it might aggravate the problems 
of Western Europe. Private investment requires reasonable 
assurances that the risks are not too great. Moreover, such 
investment requires time and careful study. 

The entire problem of finding a balance in world trade is 
an exceedingly complicated one, but its solution is imperative 
to world stability and peace. The proposals above are pre- 
sented merely to indicate some of the difficulties involved 
and the need for careful study of the implications of any 
so-called solution before accepting it. Most of us will agree 
that the most acceptable solution for the problem is one 
that will provide for steadily expanding and not shrinking 
world trade, for higher and not lower standards of living 
for the people of the world. 
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It is often said that when we buy goods from other na- 
tions, we help them to have employment and full production. 
We help them to survive. However, it is said we pwt our 
own workers out of work, we make our own factories idle, 
and we injure the American nation. But we forget that 
whenever a foreign nation sells goods or services in our 
markets, for which it obtains dollars, these dollars must 
eventually be used in our markets. That is the essential, 
controlling fact. There is no other place in the world for 
the expenditure of dollars finally. They can be shifted from 
nation to nation, but eventually the dollars must be spent 
here. That means employment for us, factories in operation 
for us, sales for us of raw materials, farm products and 
finished goods. It means good business for us. Simply stated, 
then, every dollar we buy from foreign nations does not 
make us poorer, for the dollars other nations receive must 
be spent here. 

You may remember the Irishman who said to a friend, 
“Now, Steve, if I can get this idea into your head you 
will have it in a nutshell’. If the idea could be firmly fixed 
in the minds of the peoples of the world that international 
trade is mutually beneficial and is essentially the same as 
trade within countries, it would be an achievement of great 
and far-reaching significance. Disagreeable truth sometimes 
seems an impertinence. 


The conclusion is inescapable that now and in the foresee- 
able future, a large export trade will require a large import 
trade, not merely because we need raw materials, but because 
this is a sound way for countries to buy our goods. In this 
way the United States can contribute to a revival of world 
trade and world stability. 

If World War II brought nothing but world confusion, 
and if hope that these problems can be solved is dead, then 
any discussions on this highly complicated problem are futile. 
If, however, western civilization is now faced with its su- 
preme opportunity to organize its common interests for a 
period of great progress for all mankind, then a considera- 
tion of this problem is essential if we are to avoid world 
chaos. This problem of balancing world trade is today 
associated with the life and death of nations, and is one 
of the two or three major problems of our time. 

While the jungles of Africa may not go down tomorrow 
before an avalanche of Chevrolets, Fords and Plymouths; 
while the teeming millions of India may not eat a break- 
fast food tomorrow that “pops and crackles” as they pour 
on the cream; and, while the people of China may go 
through life ignorant of the social advantages of using Lis- 
terine and Lifebuoy, nevertheless, balanced world trade is 
imperative to a stable and peaceful world where peoples 
can live and work and hope with faith in the future. 


Green Frontiers 


MONEY FOR RESEARCH, NOT SUBSIDIES 
By WHEELER McMILLEN, President of the National Farm Chemurgic Council 
Delivered at the 15th National Farm Chemurgic Conference, Washington, D. C., May 29, 1950 


HE photograph which I hold up for your view is a pic- 

ture of a buggy. For those of you who do not know this 

object from experience | might explain that a buggy is a 
horse-drawn vehicle which was used for the transportation 
of human beings in those days of antiquity which preceded 
the motor age. 

‘The market for buggies began to decline when low-priced 
automobiles became available to the general public. The manu- 
facturers in the industry discovered that they had a buggy 
problem. ‘They could make more buggies than the public 
demanded. In those medieval times there was no such thing 
as parity for buggies. There was no government system of 
buggy price supports, flexible or non-flexible. 

Some of the buggy manufacturers went into the automobile 
business where they made a great deal of money and created 
large numbers of new jobs. ‘he automobile was better than 
the buggy. Vast new stores of purchasing power were created 
by the enterprise which supplied the demand. Consequently, 
today a higher proportion of American families enjoy auto- 
mobiles than ever owned buggies. 

‘he object | now hold in my hand is a potato. The potato 
is agriculture’s 1950 model buggy. The potato manufacturers 
are producing more of this model than the public demands. 

‘This situation has arisen at a juncture in time when people 
have been led to expect impossible things from Government. 
The administration of Government has been bitterly and 
raucously criticized for what it has done about potatoes. Much 
of this criticism has been entirely unjustified and nearly all 
of it has completely missed its proper mark. Government 
should not be criticized only for having engaged in an effort 
which has proved less than successful. Government can fairly 





be criticized for having attempted to do something entirely 
beyond the capacity of Government to accomplish. 


GIRAFFES CAN Not Drive 


You could give a giraffe a license to drive an automobile. 
You could give the giraffe permission to take your car onto 
the highways. Neither the license nor the permission would 
enable him.to drive the car. Such a performance would be 
entirely beyond his capacity. No giraffe was ever cut out by 
nature to become a chauffeur. 

Neither is it within the capabilities of Government to direct 
the planting of crops or to determine the price at which they 
shall be sold. Every such attempt in history has come to an 
unsuccessful end, usually to the accompaniment of disaster. 

The potato growers of the United States do not have avail- 
able a new crop to plant in the sense that the buggy manu- 
facturers of 50 years ago found a new industry awaiting their 
enterprise. If they did now have a new crop to which to turn, 
which promised equal or better profits, they would take it up. 
Potato growers are good farmers. They have thoroughly dem- 
onstrated their ability to adapt themselves to new methods 
and new circumstances. In fact, their adaptability has con- 
tributed to the embarrassment of the Government. 

If the potato men could now turn to a new crop, not more 
than 10 or 20 percent of them would need to go into the new 
business in order to prevent the recurrence of potato surpluses. 
Some such percentage would prevent the troublesome portion 
of the crop from being produced, and would therefore elimi- 
nate, probably permanently, the situation which has tempted 
Government to reach into the taxpayer’s purse. 

Incidentally, this endeavor in behalf of potato farmers since 
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the end of the war has cost the people of the United States 
about $4+29,000,000 in taxes. Handling the 1948 crop cost 
about $224,000,000. Indications are that the outlay for the 
1949 crop will be $80,000,000. That will make more than 
$300,000,000 potato outlay for the 1948 and 1949 crops— 
three times as much for potatoes as for all the agricultural 
research, including market and statistical research. 

That sum of $300,000,000 approximately equals the Gov- 
ernment receipts for two years from all the “nuisance taxes”’ 
collected from levies on luggage, handbags, wallets, toilet 
preparations, sporting goods, photographic apparatus, radio 
receiving sets, phonographs, phonograph records and musical 
instruments. 

In other words, without the potato expenditure the excise 
taxes on that list of items could have been repealed, and the 
federal deficit would have remained about the same. The 
money did not settle the potato question. 

I remind you that I am not voicing a criticism of Govern- 
ment nor of the present administration. Government has sim- 
ply responded to what has been presumed to be a public 
demand that it undertake to do some good. If it has made 
mistakes, its mistakes have been made because Government 
has been urged to attempt a feat beyond the capacity of 
giraffes or governments to perform. Government cannot repeal 
the laws of nature nor the laws of human nature. 


GOVERNMENT CAN HEtp RESEARCH 


The potato problem can be solved. It can be solved perma- 
nently. It can be solved in full obedience to the laws of nature. 
All that is necessary is to find enough facts. If an alternative 
crop that is sufficiently attractive can be found the recurrence 
of the problem can be prevented. If, as may be less likely, 
sufficiently profitable new uses could be found for potatoes, 
the problem might be cured. 

The search for facts and the search for new crops are 
entirely within the capacity and within the proper province 
of Government. Private industrial initiative cannot under- 
take all the broad research needed for the general welfare. It 
has accomplished many great gains for agriculture, but cer- 
tain kinds of scientific research have to be begun by Govern- 
ment. Some scientific research is being done by Government, 
but not nearly enough. 

The idea that new crops be found to prevent recurrent 
agricultural surpluses is neither imaginative nor theoretical. 
It is thoroughly established by experience. The potato itself 
Was once a new crop in Europe and became a new crop in 
what is now the United States. Wheat, cotton, oats, barley, 
rye—in fact, all but a few of our common plants came to this 
territory since the first arrival of the white man. Rubber is a 
new crop in the East Indies. Soybeans are a new crop in the 
United States; a new crop returning some $600,000,000 annu- 
ally to farmers and many millions of added value from 
processing. 

A fact well known to students of chemurgy, still new to 
many others, is that the modern sciences of organic chemistry, 
plant genetics and agricultural engineering are very little older 
than the 20th century. Time enough has not yet elapsed, 
during a half century punctuated by wars, for modern sci- 
ence to explore the mysteries of the plant kingdom. And, be- 
lieve me, the plant kingdom is full of mysteries. Our ignorance 
of the vegetable world is super-colossal. 

American agriculture utilizes fewer than 200 species of 
plants as crops. Neither farmers nor scientists have yet found 
out enough about the 15,000 species of plants which are native 
to United States and Canada to know whether or not one of 
those species might for some farmers be more profitable than 
potatoes, wheat or cotton. No one has done more than to name 








and describe most of the 300,000 species of plants known by 
botanists to grow somewhere on earth. 


INEXHAUSTIBLE, RENEWABLE RAw MATERIALS 


These are the “Green Frontiers.” They are green with 
promise, rich with prospect, inexhaustibly stored with hope 
for human kind. 

American industry each year finds itself drilling more deeply 
for oil and going farther afield for iron. No act of Govern- 
ment, no ingenuity of man and apparently not even the power 
of God can reproduce minerals once they are destroyed. 

Beyond the green frontiers lies ever-renewable wealth. Raw 
materials for industry can be supplied in quantities inex- 
haustible, because with every round of the seasons the annual 
growth can be recreated. The poverty which mankind has suf- 
fered through countless centuries can, I am confident, literally 
be ended whenever the leaders of men penetrate far enough 
into these frontiers of green to develop the rich values which 
can be turned to human account. 

Modern science has penetrated the kernel of corn and 
emerged with 200 objects useful to the human race. This amaz- 
ing bounty has been revealed even though the molecular struc- 
ture of the starch in corn remains a mystery. Let that mystery 
be solved and the values will be multiplied. 

Modern science has slipped into the soybean and laid before 
human kind more than 200 useful objects derived from that 
single plant. These two plants, out of the 300,000 species 
botanists have described, are virtually the only two which 
science has explored with any degree of thoroughness. 

A century ago the only uses for rubber were to erase mis- 
takes made with a pencil and to make bouncing balls and water- 
tight garments. Today no civilized family lives without rub- 
ber ; and almost only yesterday a new use was devised which is 
expected to consume as much rubber as do automobile tires. 

That is the new use of airfoam rubber in pillows. Sleep 
is one of the commonest practices of human beings. One may 
presume that the human race has sought comfort in sleep since 
the night of creation, yet it has been possible within recent 
months for modern science and modern ingenuity to derive 
from among the green frontiers of the plant kingdom an 
important and new device for improving the restfulness of 
the “sleep that knits up the ravell’d sleave of care.” 

Andrew Jackson could never have imagined the countless 
profitable uses to which rubber has been put. Neither can we 
here today envision the things which in the future will become 
necessities for human comfort and luxuries for human delight. 


Wants Yet UNFULFILLED 


Nevertheless, we can now imagine some of the good things 
which the vegetable kingdom may be able to supply. Seven mil 
lion victims of arthritis in the United States can readily 
imagine the relief which will be granted to them should a 
plentiful vegetable source of cortisone be established. ‘You 
will hear from others tomorrow night about that practicable 
possibility. 

You can imagine the desirability of a cure for the common 
cold. Anyone can imagine cheaper and better road building 
materials; cheaper and better construction materials; more 
abundant sources of cellulose; more generous supplies of 
protein. 

Man’s few timid and tentative ventures over the green 
frontiers have been astoundingly productive. Chemurgic in- 
dustrial processes last year provided markets for one billion, 
250 millions worth of farm crops. Oranges and grapefruit and 
lemons, once new crops in California, return to that golden 
State every year wealth greater than the value of all the gold 
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ever extracted from the California earth. The gold we miser 
away in the dungeons of Ft. Knox. The citrus fruits we enjoy 
is they are harvested, and then grow again another year. 

Industry and Government alike rest forever uneasy in 
apprehension of depression. Agriculture today shudders in 
the tear of accumulating surpluses. 

(jive industry an ever-expanding economy and it will not 
tear depression. Give Government a sufficiently expanding 
economy and it can pay its debts out of production. Give agri- 
culture enough new crops and enough new uses for its prod- 
ucts and surpluses will not reappear. Remove the specter of 
urpluses from agrictulture and an ever-expanding economy 
will give us ever-expanding industry and a first class chance 
to save American freedom for future generations. 

Over a period of 20 years Government has expended sub- 
stantially 20 billion dollars in its efforts to meet the agricul- 
tural surplus problem. During the year while it was spending 
200,000,000 to perpetuate the potato surplus, Government 
spent $69,000 in search of new uses for potatoes. In the same 
year Government spent $113,000 toward the search for new 
crops which if found would forever prevent the need for 
subsidies. And this week committees of Congress are engaged 
in whittling down the appropriation for agricultural research. 


\IANHATTAN PrRoyECT FOR PLANT RESEARCH 


No one has yet quite voiced such a slogan as “billions for 
subsidies, chickenfeed for research.” I shall, however, venture 
to propose its reverse—“billions for research and eventually 
not one cent for subsidies.” 

‘Taxpayers have been called upon for nearly ten times as 
many billions for agricultural subsidies—subsidies which 
have not cured the surplus problem—ten times as many as the 
two billions which the fabulous Manhattan Project required 
to research and develop the atomic bomb. 


What more splendid economy could be proposed than a 
Manhattan Project for the kind of creative research that expe- 
rience has soundly proved could prevent agricultural surpluses, 
abolish the need for agricultural subsidies, and add the bless- 
ings of new wealth, new comforts, new abundance and new 
hopes for all mankind? 

I propose this with the utmost earnestness. I propose it for 
the benefit of American farmers, American workers, Ameri- 
can taxpayers and American consumers. I propose it in the 
name of all who are hungry or needy in any country in the 
world. If the magnificent concept by President Truman in 
his Point Four proposal is to bear full fruit and is to provide 
the fullest advantages for the aspiring nations of other conti- 
nents, a bold new program of research must be organized 
into the undisclosed reaches behind all the green frontiers. 
After all, the countries which we most wish to help to help 
themselves are agricultural countries. They need new crops 
and new industries based on their farm materials. 

The horse-and-buggy days have receded into the past. Let 
us search beyond these limitless green frontiers in order that 
we may leave behind us the years of the blue potato. 

Congress can pass no law that will repeal or thwart any 
law of nature. But it can pass appropriations that will enable 
science to learn how to obey the laws of nature and to uncover 
the beneficent facts of nature. 

For far less than the twenty billions that have perpetuated 
surpluses, for far less than the two billions that unloosed the 
atomic destroyer, we can send men across the plains of the 
planet, up the mountains and down the valleys. They will 
bring in the seeds and roots and stalks of every promising plant 
that greens the soils. In our great laboratories the scientists will 
find, in some of these plants, new blessings for the people. 
New crops will bloom in the fields and they will yield Gov- 
ernment supports instead of demanding price supports. 





European Economic Integration 


CONDITIONS IN SWEDEN 
By ERIK BOHEMAN, Swedish Ambassador to the United States 


INCE 1 last had the honor and pleasure to address 

a gathering of this Chamber of Commerce I think I 

know perhaps a little more about this vast country and 
considerably less of my own. 

It is a curious fact which often presents itself to the mi- 
gratory bird which a diplomat closely resembles, that in these 
times of rapidly changing moods and outlooks of peoples, even 
the absence of a year from the country which you represent, 
puts you somewhat out of touch with the prevailing condi- 
tions and psychological atmosphere. This is perhaps partic- 
ularly the case when there is a vast ocean that separates your 
own country from that one, where you are accredited, how- 
ever rapidly and securely you can cross it in an aeroplane 
of the Scandinavian Airlines or enjoy the comfortable hospi- 
tality of the ships of the Swedish American Lines. 

So what one gains in usefulness in one direction, one loses 
in the other. 

During the time I have spent here as the official repre- 
sentative of my country I have tried to get acquainted to 
some small degree with this vast country, its varied and 
wonderful parts, its tremendous resources and its people. The 
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journeys, which I have made, the contacts which I have 
formed, have convinced me of one thing, which I should like 
to emphasize today at the very outset of my address. 

The observer of American politics and of the expressions 
of American public opinion sometimes gets the impression— 
and that has perhaps been particularly the case during recent 
months—of a certain lack of confidence in the American 
mind in their own country’s strength, its agencies, its purpose 
and its declared policy. 

It seems to me in all humility that this is a superficial 
observation. It is natural in times like the present one, when 
the problems are overwhelming and when their solution often 
appear beyond the wisdom of statesmen, that doubts and 
hesitation should float to the surface. In a democracy where 
everyone has the possibility freely to express his opinion, you 
will always have ups and downs. But anyone who has tried 
to acquaint himself with the immense strength and resources 
of the United States both materially and with regard to the 
qualities of its people can hardly fail to acquire the convic- 
tion that this nation is equipped both morally and materially 
to fulfill the tremendous task, which destiny and its own 
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development have imposed upon it. It is of course true that 
sometimes certain phenomena in your political life may appear 
as strange to a European observer as the manifestations of 
European political intercourse must often seem to you. 

I suppose I should take this opportunity to try to give you 
a rapid overall picture of recent developments of Swedish 
economy and trade and the relations of that economy to the 
rest of the world. 

A much more normal situation has undoubtedly gradually 
emerged. Rationing has been completely abolished, except 
for that precious beverage—coffee—so dear to Swedish hearts 
and palates—where the rising prices on the world market 
and the fact that coffee is worth its weight in dollars, have 
prevented an import program which could satisfy the cravings 
of innumerable Swedes. The scarcity of that powerful stimu- 
lant has, however, not prevented the Swedish production 
from rising. The industrial production seems now according 
to somewhat uncertain statistics to have risen about 40% 
above the prewar level. The volume of productivity per 
man/hour seems at the same time to have gone up consider- 
ably, which indicates favorable results of a continuing ration- 
alization. The mobility of the labor force which caused 
serious concern in preceding post-war years and which was 
a result of what could be characterized as over-employ- 
ment, has lessened, which has had a favorable influence on 
productivity. 

Other controls than rationing, for example the restrictions 
with regard to new constructions instituted to combat infla- 
tionary excessive investments, have been somewhat relaxed. 

Prices have been fairly stable and the living cost index has 
only risen very slightly since devaluation, making it possible 
for the government to make the wage earners agree to a 
freezing of wages and salaries for the year of 1950. Prices of 
some commodities have, however, only been kept stable by 
government subsidies which has diminished the otherwise not 
inconsiderable budget surplus. 

The freezing of wages and salaries is not expected to last 
beyond 1950 but it is evidently hoped that eventual increases 
will then not be. too considerable and offset by increased 
production so that the interior economic balance can be 
maintained. 

Foreign trade is moving upwards and it is expected that 
imports during 1950 may increase by something like 1000 
million crowns without any strain on the currency reserve. 
There is no lack of imported raw materials or machinery 
for increased production, although it is still true to a certain 
extent that imports cannot be effected always from the 
cheapest and most effective source. 

The dollar question is always a problem. The dollar gap 
is still there and has only been partially filled by surplus 
exports to European countries that through the Marshall 
aid have been ultimately paid for in dollars. That is the so- 
called conditional aid which Sweden has received and which 
for the current year is expected to amount to about 48 million 
dollars. The insufficiency of Sweden’s dollar earnings has 
forced us to continue the policy of buying in the dollar area 
only those goods which could not be obtained elsewhere, or 
which could only be bought elsewhere at considerably higher 
prices and which are necessary for the maintenance and de- 
velopment of Swedish economy and production. | will revert 
to this dollar question presently. 

As you will have observed, the picture that I have painted 
is not unfavorable. Many problems of a more or less domes- 
tic nature, however, present themselves. The Swedish econ- 
omy cannot be absolved from a certain rigidity which may 
have unfavorable consequences in a situation where the dis- 





posal of goods may be more difficult than their production. 
The high taxation, the effect of which is more widely felt as 
more people move into higher income brackets, is still a point 
in the political discussion more difficult to meet as the costs 
of the welfare policy show a tendency to rise. The even 
balance between the political forces in the Swedish parliament 
and country and the by now almost traditional tendency for 
the political parties to try to find a common denominator 
seem to me to indicate that there is a fair chance that the 
Swedes will work out their political differences and con- 
ciliate their opposing views with regard to the domestic 
economic policy to follow along the middle road. In Sweden 
as in other countries, there is a difference between those who 
lay emphasis on opportunity and competition and those who 
see their chief aim in establishing security. Sometimes the 
general tendency turns in one direction, sometimes in the 
other. It should, however, in a modern democracy be pos- 
sible to strike a happy balance. 

Sweden has continued its collaboration in all the organs 
which have been established in order to ascertain a closer 
cooperation in the economic field between the European 
countries. We have tried to further that collaboration to the 
utmost of our ability. At the same time we have favored such 
results which could be considered as lasting and would not 
remain only on papers. I think there is a tendency here in 
the United States sometime to underestimate on one hand the 
results already achieved or pending, and on the other hand 
the difficulties which stand in the way for a more complete 
integration which seems so very natural in the eyes of the 
citizens of the United States and appear as something so 
self-evident in its attractiveness that no obstacles ought to 
stand in the way. There are no difficulties for an observer 
to hear a slight but persistent murmur from all those vested 
interests and labor unions over here, who fear the effect of 
imports from Europe into this country. And this is the case 
when the imports in question will only be a very, very small 
percentage of the national production, and when these im- 
ports are a sine qua non condition for the maintenance of a 
fair level of exports. How much more complicated and how 
much proportionately larger interests are not at stake, when 
you want a European integration, where industries estab- 
lished long ago might suddenly become uneconomical and 
where you will have vast problems of all sorts, including the 
transfer of considerable labor forces into new occupations. 
An integration to a single European market cannot be 
achieved without a period of transition and adjustments 
accompanied by considerable sacrifices from the national 
standpoint. You must remember that all these measures must 
be approved by the parliaments in all these western European 
countries which work under a democratic system, and as you 
are probably aware, even in this country vested interests and 
labor unions are apt to exercise some pressure. And further 
I must stress one more point: most, or [ could say all, west- 
ern European governments are anxious in these days, when 
every difficulty is exploited by those forces which strive for 
the down-fall of democracy, to avoid as far as possible any 
large scale unemployment. In spite of all these difficulties, 
the advantages—once the goal is reached—are so tangible 
and evident that there is every reason to hope, that we will 
move surely, but perhaps not so quickly as some would de- 
sire, in the right direction. One should not too much stress, 
however, the example of the formation of the United States 
of America, as that union was achieved at a time when the 
industrial development had not taken place and when the 
vested interest and the organization of modern society was 
in an embryonic stage. ; 
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Sweden tries to make its contribution to the formation of 
the European Payments Union, as we believe that to be a 
definite step in the right direction. We are fully aware, how- 
ever, that the sterling problem is a real one and that some 
provisions must be made to safeguard its position in world 
trade. 

Now let us revert for a moment to the problem of the 
dollar gap, a problem which is really common to all the 
European countries, although it is more acute for some than 
for others. I think Sweden has in this direction lately made 
some progress. The holdings of the Swedish Riksbank in 
hard currency have increased. It gives us a somewhat in- 
creased liberty of action. This result has partly been due to 
restrictions which we have imposed upon ourselves with 
regard to dollar buying and only partly by increased exports 
to the dollar area. After the devaluation we see, however, 
new encouraging signs with regard to the possibility of fur- 
thering our exports to the dollar area and the number of 
delegations and business men from Sweden, who have visited 
this country lately, is encouraging. In many cases they will 
undoubtedly return without any tangible result, but here and 
there new connections are formed, possibilities opened up and 
dollars start to flow. We are fairly confident that when the 
Marshall aid stops in 1952, we will be able to maintain our 
present high production and our present standard of living 
with the dollar imports which we can pay for with our vis- 
ible and invisible export. Our interdependence with regard 
to other European countries, and especially Great Britain and 
the sterling area, is, however, so considerable that one of the 


conditions for lasting stability is, that a fairly satisfactory 
arrangement can be reached with regard to the relations 
between sterling and dollar. The one apprehension, which 
some of us really have, is that a situation may result, whereby 
the European economy and the sterling area will form a 
separate entity from that of the dollar area, which will lessen 
the normal interchange between the two systems. Such a 
result would in the long run not be satisfactory and the ulti- 
mate goal should in my opinion, which is a wholly personal 
one, not only be a European integration but also an integra- 
tion between the dollar area, the sterling area and European 
economy. 

I want to take this opportunity to express my great satis- 
faction and gratitude to this Chamber of Commerce, its presi- 
dent, its directors, its members and its functionaries for all 
they have done with unremitting interest and skill in order 
to further the development of Sweden’s exports to the United 
States and thus furthering also in the long run the resump- 
tion of that considerable flow of goods from this country to 
Sweden which took place before the war. I am convinced 
that if all those interested in this development join their 
forces and experience, the result will be achieved. The trade 
between Sweden and the United States might in itself in 
these troublesome days seem a relative small and unimportant 
matter, but its development is a contribution to the strength- 
ening and furthering of that free world in which we are all 
so vitally interested and which we are all equally anxious to 
preserve from its enemies from abroad and from within. 
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